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YOUR CLIENT'S 
confidence is YOUR 
most valuable asset! 


e Where property values 
are in question, always 
refer your client to 
a nationally known 


reliable appraisal firm. 
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LLOYD-THOMAS 


Tenner iisce CO. 


4411 Ravenswood Avenue, Chicago 40, IL. 


First for Factual appraisals 
since 1910 
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THESE FACILITIES 


For producers’ convenience we maintain 
special. Underwriting and Service Departments 
which keep in close touch at all times with condi- 
tions affecting Fire, Automobile, Ocean & inlene 
Marine, and all Kindred Lines. 


These Specialized Facilities enable our pro- 
ducers to take care of their clients’ most modern 
insurance needs. Fullest inquiries about and use 
of them are invited. 


NORTH BRITISH AND MERCANTILE 
INSURANCE COMPANY LIMITED . 
THE PENNSYLVANIA FIRE INSURANCE 
COMPANY 
THE MERCANTILE INSURANCE COMPANY 
OF AMERICA 
THE COMMONWEALTH INSURANCE 
COMPANY OF NEW YORK 
THE HOMELAND INSURANCE COMPANY 
OF AMERICA 


150 WILLIAM STREET, NEW YORK 38, N. Y. 
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ime 1953 \ 
30 Fire 90 
& Cas. Stocks 


198.6 209.5 
194.7 203.1 
192.8 200.8 
187.6 195.5 
187.8 194.9 
182.1 191.7 
188.2 196.6 
185.9 185.2 
188.9 185.4 
195.5 194.9 
207.6 196.6 
208.5 197.0 


Stocks 


207.1 
207.7 
214.0 
224.4 
231.8 
232.0 
245.2 
236.9 
256.6 


January 31 
February 28 


August 31 ae 
September 30 

October 31 se 
November 30 .... 
December 3! .... 


The index of 90 stocks is based on Standard & Poor’s i met price 
indexes of 50 industrial, 20 railroad and 20 public utility stocks combined. 
The 90 stocks and the 30 fire and casualty stocks were at 100 in June, 1944. 





building cost index 
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Avg. Aug. 

1939 1954 
Boston 210 597 
New York 219 625 
Buffalo 205 625 
Baltimore 198 597 
Philadelphia 196 591 
Pittsburgh 219 583 
Cincinnati 209 576 
Cleveland 206 596 
Chicago 205 557 
Indianapolis 206 607 
Detroit 208 628 
Milwaukee 209 619 


Avg. Aug. 

1939 1954 
Minneapolis 202 560 
Kansas City 209 558 
St. Louis 208 596 
Atlanta 186 642 
Dallas 171 533 
New Orleans 194 608 
Denver 195 526 
Seattle 196 584 
San Francisco 183 539 
Los Angeles 167 555 


National Average 200 594 


This index (1913 = 100) applies to construction only and does not include 
building fixture items such as plumbing, heating, lighting, sprinkler sys- 
tem, etc. It is based on average costs under normal conditions with no al- 
lowance for overtime, premiums on materials, or special conditions. It is 
the composite of four types of buildings, frame, brick, concrete and steel— 
and therefore should be used only as a trend as it is not applicable to 





specific buildings. Furnished through the courtesy of the American Ap- 
praisal Co. 





Best's 


Rensselaer, N. Y. Under Act of March 3 
Insurance News 


Entered as Second Class Matter April 19, 1951 at Post Office at 
, 1879. Subscription Rates: 
$4 Per Year in the United States. Publication Date: 10th of Month. 


Publication oe, Columbia Turnpike, Box 232, Rensselaer, N. Y. 
XECUTIVE AND GENERAL OFFICES 
BEST BUILDING. 75 FULTON ST., NEW YORK 38, NW. Y. 








insurance stocks 
Bid Prices 


Furnished through the courtesy of The First Boston Corporation. 


1954 Range Sept. 
High Low 30, 1954 
Aetna Casualty & Surety Company 183 f 188 
Aetna Insurance Company .... 79% f 70 
Agricultural Insurance Company 37 32% 
American Automobile Insurance Company 4 
American Equitable Assurance Company.. 36% 
American Insurance Company 3314 
American Re-Insurance Company 29 
American Surety Company 
Automobile Insurance Company 
Bankers & Shippers Insurance Company .. 
Boston Insurance Company 
Camden Fire Insurance Association 
Continental Casualty Company (old) 
Continental Insurance Company 
Employers Group Associates (ec) . 
Employers Reinsurance Company 
Federal Insurance Company e 
Fidelity & Deposit Co. of Md. (d) 
Fidelity-Phenix Fire Insurance Company . 
Fire Association of Phila. (new) (a) 
Fire Association of Phila. (old) 
Fireman’s Fund Insurance Company (b) 
Firemen’s Insurance Co. of Newark 
General Reinsurance Corporation 
Glens Falls Insurance Company 
Globe & ee Insurance Company .... 
Globe & Rutgers Insurance Company 
Great American Insurance Company 
Hanover Fire Insurance Company 
Hartford Fire Insurance Company (e) .... 
Hartford Steam Boiler Insp. & Ins. Co. ... 
Home Insurance Company 
Insurance Company of North America .... 
Jersey Insurance Co. of New York 
Kansas City Fire & Marine Ins. Co. 
Maryland Casualty Company 
Continental Casualty (new) 
Continental Casualty (adj) (f) 
Massachusetts Bonding & Ins. Company .. 
Merchants Fire Assurance Company 
Merchants & Mfrs. Fire Insurance Co. .... 
National Casualty Company 
National Fire Insurance Company 
National Union Fire Ins. Co. (new) (a) 
National Union Fire Insurance Co. (old) 
New Amsterdam Casualty Company 
New Hampshire Fire Insurance Co. 
New York Fire Insurance Company 
Northern Insurance Company (c) 
North River Insurance Company 
Northeastern Insurance Co. of Hart. 
Northwestern National Insurance Co. ..... 
Ohio Casualty Company 
Pacific Fire Insurance Company 
Pacific Indemnity Company (b) 
Peerless Casualty Company 
Phoenix Insurance Company (old) 
Phoenix Insurance (new) 
Phoenix Insurance (adj) ¢d) 
Providence Washington Ins. Company 
Providence Washington Ins. Co., Pfd. ae 
Reinsurance Corporation of New York .... 
Republic Insurance Company 
St. Paul Fire & Marine Insurance Co. 
Seaboard Surety Company 
Security Insurance Co. of N , 
Springfield Fire & Marine Ins. Co. ........ 
Standard Accident Insurance Company 
U. S. Fidelity & Guaranty Company (ce) 
U. S. Fire Insurance Company 
Westchester Fire Insurance Company 


LIFE COMPANIES 


Aetna Life Insurance Company 
Colonial Life Insurance Company ... 
Columbian National Life Insurance 
Connecticut General Life Insurance Co 
Continental Assurance Company (old) 
Continental Assurance Co, (new) 
Continental Assurance Co. (adj) (f) 
Franklin Life Insurance Company 
Gulf Life Insurance Company 
Jefferson Standard Life Insurance Co. 
Kansas City Life Insurance Company 
Life and Casualty Insurance Company 
Life Insurance Company of Virginia 
Lincoln National Life Insurance Co. 
Monumental Life Insurance Company 
National Life & Accident Ins. Co. (e) 
Philadelphia Life Insurance Company 
Travelers Insurance Company 
U. S. Life Insurance Company 
West Coast Life Insurance Company 


(a) After sale of new shares. 

(b) Range adjusted for 20% stock dividend. 
(c) Range adjusted for 10% stock dividend. 
(d) Range adjusted for 3314% stock dividend 
(e) Range adjusted for 25% stock dividend 
(f) Range adjusted for 2 for 1 stock split, 
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WHO furnishes 


fora 


sed Car Guide? 


The NADA Official Used Car Guide 
literally has a staff of thousands — for the 
accurate information contained in this book 
is furnished continually by thousands of in- 
dividual automobile dealers from all parts 
of the country — in the largest cities and the 
“grass root” communities as well. 


Every TEN DAYS these reporting dealers 
list their actual sales transactions on special 
“Used Car Sales Report” forms and return 
them promptly to the National Automobile 
Dealers Used Car Guide Company, where 
the figures are recorded and translated into 
average prices. 


The NADA Official Used Car Guide accu- 
rately reflects used car prices as they exist 
in all parts of the country, because the 
reports are classified geographically into six 
regions that pinpoint the various market 
areas. 


The information contained in the NADA 
Official Used Car Guide is reliable, complete 
and current (published every 30 days), 
making it your best source for sound market 
information. 

only *7 per year 
(quantity prices on request) 


—-—-—-— Published by 


Nationat Automosite DEALers 
Useo Car Guine Co. 


1026 t7th STREET, N.W. * WASHINGTON 6, D.C. 





Controlled Componies of 
AMERICAN DISTRICT TELEGRAPH COMPANY 
A NATIONWIDE ORGANIZATION 
Executive Offices 
155 Sixth Avenue, New York 13, N. Y. 


THERMAC COMPANY 


protects its property Clitomitiically oe. 
gets better Fl RE and BU RGLARY 


PROTECTION and 


The complete automatic protection supplied our company by 
ADT Services has proved more effective in safeguarding our 


er methods. In 


‘Treasurer, Thermac Company 


After trying other methods of safeguarding their premises, the 
Thermac Company, a Los Angeles concern specializing in general 
machine work and manufacture of gas furnace shut-off valves, found 
that they could get better protection at lower cost by a combination 
of ADT Aero Automatic Fire Alarm and ADT Burglar Alarm Services. 


The satisfaction with this type of protection expressed in Mr. Turner’s 
endorsement reflects the opinion of hundreds of business executives 
throughout the country, who are saving money while obtaining greater 
security against fire, burglary, and other hazards. 


Whether your premises are new or old, sprinklered or unsprinklered, 
the appropriate ADT Fire Alarm Service will detect fire and summon 
the fire department automatically. To guard against burglary or 
intrusion, ADT Burglar Alarm Service detects the attack and auto- 
matically notifies police or other protective forces. ADT Heating 
and Industrial Process Supervisory Service maintains a constant auto- 
matic check on heating plants and certain manufacturing operations 
to detect and report abnormal conditions. 


ADT protects, electrically, many billions of dollars’ worth of tangible 
and intangible assets owned by 56,000 subscribers in 1,600 com- 
munities. An ADT specialist will show you how combinations of 
engineered services can protect your property. 


Call our Commercial Department if we are listed in your phone book; 
or write to our Executive Offices. 
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6G months-per share earnings 


Estimated Per Share 
—— Mid Year 1954 Estimated Per Share Earnings—— Liquidating Value 
Stat. + Prem. Net Federal + Net 
Under- Reserve Invest. Income Earn- June 30 Dec. 31 
writing Equity Income Tax ings 1954 1953 


Aetna (Fire) $3.03 $1.63 6 —$2.44 $4.90 *$111.18 *$103.69 
Agricultural 1.87 0.37 ‘a -1.12 1.69 *59.91 *55.39 
American Automobile (a) .... b2.87 2.11 - ~1.97 4.49 63.57 56.70 
American General Lew 3.99 0.25 ‘ -2.22 2.90 52.11 46.42 

American Home 0.13 0.25 é ~0.49 1.05 59.70 52.20 
American States ee 70.29 4.88 : -38.38 40.07 388.70 332.37 
Bankers & Shippers 4.45 ~0.52 ~2.87 Sat 118.14 106.82 
Camden Fire 1.43 —0.17 —0.93 1.31 44.25 40.57 
Continental Casualty ... 9.89 1.06 5,95 7.61 d£93.08 df81.29 
Continental Insur. ile 0.79 0.87 -0.71 3.51 111.98 97.25 
Employers Reinsur. . 4.53 -0.58 3.12 3.66 86.95 79.57 
Excelsior vie ~0.17 0.19 oan 0.30 14.40 13.48 
OS ee ee ee b1.25 0.27 -0.83 1.31 32.75 29.47 
Fidelity and Deposit ... ; 5.02 0.23 -3.32 4.02 *101.82 *e95.09 
Fidelity- Phenix ; 0.74 1.03 -0.81 3.67 126.62 109.11 
Fireman’s Fund . so wiceele f 1.93 1.09 -1.52 3.04 67.66 e58.66 
Firemen’s of Newark ... =, 1.37 0.57 ~1.21 2.58 56.35 47.67 
Glens Falls als a 2.93 0.85 A & -2.08 3.83 93.67 83.25 
Government Employees b5.11 0.08 5 2.84 3.04 17.02 e12.98 
ae 2.95 0.61 92 —0.74 4.74 86.27 e71.37 

3.12 1.78 6: -1.92 4.61 *93.29 *85.16 

Globe & Rutgers ... a 0.73 —0.23 a}. —1.03 0.95 62.01 52.84 
Insurance Co. of N. A. .. 2.06 0.62 Z 1.70 3.24 89.53 e78.14 
Jersey Insur. Co. ... 2.84 0.34 : ~1.84 ra I 77.30 70.26 
Mass. Bonding 0.93 3.01 7 ~0.11 3.67 d45.29 d39.21 
Merchants Fire ...... 1.09 37 . 0.94 2.01 *65.85 *59 04 
National Casualty .. 3.23 : f 2.27 2.83 69.16 60.29 
T —0.84 2.18 64.74 e58.40 


National Union ........ 1.31 ’ 
New Amsterdam .... 0.05 f I 1.90 3.00 83.28 73.08 
i *76.31 *70.51 


New Hampshire .... 8 .07 ; —1.16 2.54 
Northern of New York . f ~1,99 5.36 108.53 €92.96 
Northwestern F. & M. a —0.05 ; 0.73 1.69 54.29 47.04 
Northwestern Nat. (h) } F 1.32 2.83 100.01 87.88 

5.68 60.12 51.08 


Ohio Casualty ....... : LS ; 5.14 
Pacific Fire : - 2.98 3.28 4.18 157.22 141.21 
Pacific Indemnity : 2. —4.08 6.34 107.98 e95.21 
Peerless Casualty ae *().7 —0.62 0.92 22.32 20.72 
Reinsurance Corp. ... y k —0.54 0.40 20.35 17.64 
St. Paul F.& M..... —0).89 1.79 *36.43 *33.75 
Seaboard F. & M. .. 0.38 1.00 35.13 eo | 
Seaboard Surety .. A ; —(),82 1.90 66.09 61.41 
Security of N. H. . 2.32 68.89 63.65 
Standard Accident (h) 816 83.09 7203 
J. S. F. and G. (h) 5.59 83.68 e73.49 
Western C. & S 2.56 37.42 e34.44 
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NOTES: 


Unless otherwise stated, earnings include figures of all owned affiliates. + No adjustment made for contingent federal income tax 
liability on unrealized equities. * On basis of amortized value for bonds. (a) All figures adjusted to reflect 20% stock dividend dis 
tributed in July 1954. (b) Net after dividends to policyholders. (c) Net after dividends on preferred stock. (d) Excludes equity 
in industrial A. & H. business. (e) Related to shares now outstanding. (f) Life insurance stock investments carried at capital-sur- 
plus values. (g) Net after profit-sharing trust contributions. (h) Figures include only American affiliates. 





Globe and Rutgers 


Fire Insurance Company 


The Insurance Company AMERICAN HOME 


hb 
. < Sone ; ° Assurance Company 
State of Pennsylvania 


111 WILLIAM STREET, NEW YORK 38, N. Y. 





Best's Fire and Casualty 





Photograph by G. Blake Johnson 


Sie home owners are smart birds! 


They feather their nest, and good, with 
just one policy — and they get all the cover- 
age that formerly required four separate 
contracts! Protection against loss from fire 
(dwelling and contents), explosion, riot, 
civil commotion, aircraft, smoke, wind- 
storm, hail, water, rupture of heating sys- 
tems, vandalism, malicious mischief. vehi- 


*Not yet available in every state. 


cles, tree fall, freezing, collapse, landslide, 
glass breakage, theft (at home or away), 
comprehensive personal liability — they’re 
all part of the bargain. Savings—up to 25%. 
Only one renewal date to consider. Simple 
— you said it. Just ask your local Employers’ 
agent — “The Man With The Plan” — for 
the E. G. Homeowners Po icy.* 


Our agent or your broker will know. 


The EMPLOYERS’ GROUP Insurance Companies 


p= 


THE EMPLOYERS’ LIABILITY ASSURANCE CORP. LTD. 
AMERICAN EMPLOYERS’ INSURANCE CO. 
THE EMPLOYERS’ FIRE INSURANCE CO 


110 MILK ST. 
BOSTON 7, MASS. 


— THE HALIFAX INSURANCE COMPANY OF NEW YORK 


For Fire, Casualty and Marine Insurance or Fidelity and Surety Bonds, see your local Employers’ Group Agent, The Man With The Plan 


This advertisement appears in Time, October 18 





A practical underwriter 
in your particular line is 


at your service, in our 
nearest Regional Office— 
as close as your tele- 
phone. 


KANSAS CITY, MO. 


NEW YORK CHICAGO SAN FRANCISCO LOS ANGELES 


107 William St. 175 W. Jackson 114 Sansome 1139 W. 6th St. 


Best’s Fire and Casualty News 





**k*k No one can predict what changes will occur in 
insurance any more than in affairs in general. The only 
certainty that exists is the certainty of change. The 
very fact that there will be change, however, presents 
an opportunity to those who are alert enough to grasp 
it. By a study of past events and trends and by acting 
cooperatively with those of like interest the cause of 
change can sometimes be guided or directed to more 
pleasing results. To give a perspective from which to 
chart a course and to offer what is only claimed to be an 
informed guess we consider, on page 15, What Js The 
Future in the marketing of insurance. 

*x*kk Tt is very easy to misinterpret aggregate figures 
of mutual carriers due to the wide differences in size, 
classes of business underwritten and plans of operation. 
Moreover complete semi-annual figures are not available 
on a number of companies. Within these limitations we 
present on page 21 an outline of some major trends in 
the Semi-annual Experience of Mutual Companies. 
*xxk There is a broad field of prospects for fidelity and 
surety bonds. Many of these bonds have the advantage 
that, once sold, they renew almost automatically. On 
page 25 are some ideas on how to Sell Fidelity and 
Surety bonds. 

xxx The competition for good automobile insurance 
lines has been consistent and active ever since the growth 
of this line to an important premium volume. An outline 
of the history of this Competition along with a warning 
of its possible outcome is on page 29. 

*%** Much has been said both in the industry and in 
the area of public discussion about non-cancellable acci- 
dent and health policies. The underlying reasons for 
the right of a company to cancel or refuse to renew a 
policy should be made as widely known as possible. 
Some of these reasons and a demonstration that The 
Right of Discontinuance does not involve an injustice 
to the public are included in the article on page 33. 
*x*x*k Various people react in different manners to sta- 
tistics which are brought to their attention. Too large 
a number may be incomprehensible and have no reality. 
$9,700,000,000, the cost of accidents of all types in the 
United States in 1953, can have no real significance to 
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the average person unless translated into something 
which can be visualized. This is graphically done by 
the author of The Cost of Carelessness on page 43. 
**x* How much permanent good will it do the members 
of the American Agency System to devise means of 
meeting the competition with which they are faced, if 
they forget the basic requirements of their position. 
Lawsuits between an agent and his company or his 
client are expensive and are certain to cause criticism of 
the manner in which he handles his affairs. When he 
knows What the Law Expects of an insurance agent, 
the producer will avoid much of this trouble. See 
page 61. 

xxx There are two groups of companies presently filing 
package policies and each has its adherents. In the 
article, Package Policies, on page 65 the background of 
recent developments is traced, the various provisions of 
the two policies are compared and their potential value 
to the agent is pointed out. 

**x* The 1943 New York standard fire policy eliminated 
a former requirement that the insured be the “sole and 
unconditional owner” of the insured property. In 1952 
the Western Actuarial Bureau issued a revised improve- 
ments and betterments form which was adopted in 
other jurisdictions. Opposition arose among insurance 
producers and buyers. The results of the “battle” on 
Improvements and Betterments insurance are traced 
in the article on page 69. 

*** It is inevitable that a trade magazine publish 
articles on the rights and duties of parties to a business 
agreement. We have included articles on the preroga- 
tives and obligations of companies in their dealings with 
agents, of agents in their dealings with companies, and 
of both in their dealings with the public. To round out 
the picture we present on page 73 a consideration of 
the relationship between Adjusters and the Companies 
they represent. 

**x*x A salesman needs to present a cheerful exterior 
to the people with whom he comes in contact even in the 
extreme cases where, as the songwriter put it he is 
laughing with tears in his eyes. On page 77 is an 
apocryphal story of a salesman who was all that he 
should not be. It is called “Drummer For Disaster.” 
**x* The physical handling necessary to get an insur- 
ance policy into the hands of the insured is the end result 
of all the planning, promotion and salesmanship that 
has gone before. The cost of this operation depends to 
a large extent on the design of the policy itself. An 
examination of Policy Printing and Processing costs, 
both known and hidden is presented on page 99. 

***x In the development of a practical statistical pro- 
gram the accident and health branch of the industry has 
not been able to keep pace with the other lines of insur- 
ance. The several reasons for this are considered in 
the discussion of the problem of Accident and Health 
Statistics which appears on page 106. 
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AUTOMOBILE 
FIRE & EXTENDED COVERAGE 








QUESTION: Where can you 
get detailed, accurate and 
unbiased data on insurance 
stocks—or company groups? 


BEST’S DIGEST OF INSURANCE STOCKS 


QUESTION: Where can you 
get a 10-year per share 
analysis of the finances and 
operations of 125 insurance 
companies? 


BEST’S DIGEST OF INSURANCE STOCKS 


QUESTION: What is the 
one reliable key to the real 
value of fire, casualty 
and life insurance company 
stocks? 


BEST’S DIGEST OF INSURANCE STOCKS 


Write for complete data or 
order your copy today— 
only $10.09 (including post- 
age)—from 


ALFRED M. BEST COMPANY, INC. 
75 Fulton Street New York 38, N. Y. 














company developments 


ARKANSAS Licensed 
Select Risk Mutual Ins. Co. .............. Fayetteville, Ark. 


Admitted 
Houston American Ins. Co. ................ Houston, Texas 


Semeren 10S: GOL... XY ss 6 adkcenedensa New York, N. Y. 
Mount Joy Mutual Ins. Co. ............. Elizabethtown, Pa. 
National Union Indemnity Co. .............. Pittsburgh, Pa. 
ROCIO CCORIIE TES. 555 ks ona cicks deans en's Keene, N. H. 
Protective Casualty Ins. Co. ................St. Louis, Mo. 
Pee TNGHONES EME S50s noi 2.k5-65 beetend ees Miami, Fla. 


Withdrew 
Cotton States: Mautuakiisis: Co. 2.63 cédedscc. iced Atlanta, Ga. 
we eS a rr Los Angeles, Cal. 


“ALIFORNIA Admitted 


Peras Settee) THs. CO. cates voces. 0cceSkenevs Boston, Mass 
PEER SES. COLOR IN. Bi bocce tcaccedecte New York, N. Y. 


CONNECTICUT Admitted 
RT, AOE LB M5 25. son's 5'< Sass WieWen dee odes Miami, Fla. 
National Union Indemnity Co. ...2.......... Pittsburgh, Pa. 


DELAWARE Admitted 
American Mercury Ins. Co. ............ Washington, D. C. 
MEMES SOME ces oc kale. & Kola Dhoee cordate Greenville, S. C. 


GEORGIA Admitted 
Trans-America Ins. Co., Inc. ........0.6: Montgomery, Ala. 


ILLINOIS Licensed 
I CURCNEERY NTIS. NGOs oc vs 5 ccd cases oa deers Edwardsville, Til. 


INDIANA Admitted 


RE NETO NS 55. 559.6 oe h Fda an boat eee eee Greenville, S. C. 
Houston-American Ins. Co. .............0¢. Houston, Texas 
Mie IE GOL. «oss oo oss cee creedee ken Tulsa, Okla. 
Protective Casualty Ins. Co. ............0000 St. Louis, Mo. 


IOWA Admitted 


American Marine and General Ins. Co. .... New York, N. Y. 
American Mutual Fire Ins. Co. ............ Milwaukee, Wis. 
FGQCCROBE SHES ASO eilccseivisecetcnwad Grand Rapids, Mich. 
Milbanic Mouteaal Ins: Go... .. 6... ci vcsccscce Milbank, S. D. 
National Ins. Underwriters ................. St. Louis, Mo. 
SEE TIIN MOON io. 5544 06 bb's ed sce eeteee Tulsa, Okla. 
VaMAenly HII TG: ins sedis de cba cba oecaeeks New York, N. Y. 


KANSAS Admitted 
ee os Sa or re Kansas City, Mo. 
Brotherhood “Mutual” Ins. Co. .......... Fort Wayne, Ind. 
KENTUCKY Admitted 
All Banetican Casuaity Ge. sé 5c. ced ceswscneeeen Chicago, Ill. 


MAINE Admitted 
North American Casualty and Surety Reins. Corp. 
New York, N. Y. 
Examined 


Boothbay Mutual Fire Ins. Co. ............-. Boothbay, Me. 
Cumberland Mutual Fire Ins. Co. .......... Cumberland, Me. 
Farmington Mutual Fire Ins. Co. .......... Farmington, Me. 


MARYLAND Examined 
Insurance Co. of Maryland Baltimore, Md. 


Mutual Fire Ins. Co. of Calvert Co. .. Prince Frederick, Md. 


MINNESOTA Admitted 
Mutual Fire and Automobile Ins. Co. ....Cedar Rapids, Iowa 


NEBRASKA Admitted 
St. Louis Fire & Marine Ins. Co. ............St. Louis, Mo. 


Best’s Fire and Casualty News 








NEVADA Admitted 
American Universal Ins. Co. .............. Providence, R. I. 
Ohio Farmers Indemnity Co. ...............+.- LeRoy, Ohio 
Ohio Farmers Insurance Co. ...........eee00- LeRoy, Ohio 


NEW HAMPSHIRE Admitted 
General Ins. Co. of Trieste and Venice Rome, Italy 
Nordisk Reinsurance Co., Ltd. Copenhagen, Denmark 
Rusnined 
Grange Mutual Fire Ins. Co. .............. Rochester, N. H. 


NEW JERSEY Admitted 
Rewer General Ines Go. ccc is occ ccseecies dooce Ree Pia: 


NEW YORK Examined 
Alliance Assurance Co., Ltd. .....c0scccccees London, Eng. 
American Eagle Fire Ins. Co. ............New York, N. Y. 
American Steamship Owners Mutual Protection and_ Ind. 
Assn., Inc., New York, N. 
Church Fire Ins. Corp. .................-New York, N. 
ee eee ere Glens Falls, 
ee ee re New York, N. 
Fidelity-Phenix Fire Ins. Co. ............New York, N 
Glens Falls Indemnity Co. .............. Glens Falls, 
Glens Falls a 2) a ere Glens Falls, N. 
Sere Pee FP eETer e London, En 
National Surety. Marine Ins. Corp. ........ New York, N 
PORNO PENG SMES CA ode. kee ce cawgadaes New York, N. b# 
Sun Indemnity Co. ................+.++..New York, N. Y. 
ee oO Ce See Pre a eee Liverpool, Eng. 
Surety Fire RE cc accdcuvcaas<2acsaal York, N. Y. 
WME SON ODE sob bs deca Rens aoc enwaue New York, N. Y. 
Wreme Green Ime GO. EGE conc cccondcwieecece London, Eng. 


io no 


‘< 


NORTH DAKOTA Admitted 
Federal Life and Casualty Co. ......... Battle Creek, Mich. 


OHIO Admitted 
a ee eee Covington, Ky. 


Examined 
American Druggists’ Fire Ins. Co. .......... Cincinnati, Ohio 


PENNSYLVANIA Examined 
Liberty Bell Mutual Ins. Co. .............. Philadelphia, 


Pa. 
Philadelphia Mutual Plate Glass Ins. Co. .. Philadelphia, Pa 
Stuyvesant Mutual Plate Glass Ins. Co., Philadelphia, Pa 


SOUTH CAROLINA Admitted 


Alliance Assurance Co., Ltd. ............... London, Eng. 

Jefferson Ins. Co. of N. Y. ...............-New York, N. Y. 
_ Examined 

Catia: DOWtiNE- BR: GO ook 6c kawesnls cies Charleston, S. C. 

prene: eve Ge Game GO. one c cases cccies nee Greer, S. C. 


SOUTH DAKOTA Admitted 


American General Ins. Co. .............] Minneapolis, Minn. 
Piremen's BMutual Bns: Co. ... ccc ccd ceciegs Providence, R. I. 
Stapvesant Bis. Gas ccc cekcccccesivesscics leew York, N.. ¥. 


TENNESSEE Admitted 
Protective Casualty Ins. Co. st. Louis, Mo. 


TEXAS Licensed 
Builders and Bankers Ins. Corp. of America ..Austin, Texas 
Lamar Livestock: Bis. Goi <éscccccckesesces Rosenberg, Texas 
Admitted 
Citizens Fund Mutual Fire Ins. Co. ...... Red Wing, Minn. 
Reinsured 
Commercial Security Ins. Co. .............. Houston, Texas 


VIRGINIA Admitted 
Protection Mutual Ins. Gok occ. 50. ccccde ceevcct Chicago, Ill. 


HAWAII Admitted 
CINE BUR COs a civ tice nndandevauens New York, N. Y. 


PUERTO RICO Examined 
Porto Rican and American Ins. Co. ........ San Juan, P. R. 
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conventions ahead 


OCTOBER 
Arizona Ass'n of Ins. Agents, annual, Pioneer Hotel, Tucson. 
Rhode Island Ass'n of Ins. Agents, annual, Sheraton-Bilt- 
more Hotel, Providence. 
Ohio Ass'n of Ins. Agents, annual, Deshler-Hilton Hotel, 
Columbus. 
Wisconsin Ass'n of Ins. Agents, annual, Hotel Schroeder, 
Milwaukee. 
Ins. Accountants Ass'n, annual, Hotel Kenmore, Boston. 
Tennessee Ass'n of Ins. Agents, annual, Peabody Hotel, 
Memphis. 
Missouri Ass'n of Ins. Agents, annual, Sheraton Hotel, 
St. Louis. 
Illinois Ass'n of Ins. Agents, annual, Leland Hotel, Spring- 
field. 
Kansas Ass'n of Ins. Agents, annual, Baker Hotel, Hutchin- 
son. 
California Ass'n of Ins. Agents, annual, Palace Hotel, San 
Francisco. 
Nat'l Ass'n of Mutual Ins. Agents, annual, Statler Hotel, 
New York City. 
Nat'l Ass'n of Independent Insurers, annual, Chase-Park 
Plaza Hotels, St. Louis. 
Massachusetts Ass'n of Ins. Agents, annual, Boston. 
Connecticut Ass'n of Ins. Agents, annual, Hotel Statler, 
Hartford. 
Nebraska Ass'n of Ins. Agents, annual, Cornhusker Hotel, 
Lincoln. 


NOVEMBER 
Maryland Ass'n of Ins. Agents, annual, Lord Baltimore 
Hotel, Baltimore. 
Illinois Ass'n of Mutual Ins. Agents, Kaskaskia Hotel, L 
Salle. 
Mutual Ins. Agents of New England, annual, Boston. 
Insurance section, American Management Ass'n, Palmer 
House, Chicago. 
indiana Ass'n of Ins. Agents, annual, Claypool Hotel, 
Indianapolis. 
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WHAT'S 


in the future ? 


HE only certainty we have and can count on 

is change. Even in change, something has been 

added—the increasing swiftness of change and 
the additional sources from which change can come. 
But in change there is opportunity. That is why we 
are so vitally interested in the future. Individually we 
can do little about it but cooperatively it is often pos- 
sible to guide or direct the course of change to results 
more to our liking if we can look ahead and see more 
clearly what may be coming. 


Marketing Problems 


The fire and casualty business has become big busi- 
ness and thus faces some of the marketing problems 
faced by all big business. The industry has been so pre- 
occupied with underwriting problems, capacity prob- 
lems and the day-to-day decisions necessary to survive 
in an inflationary economy that too little thought and 
attention may have been focused on where it is and 
where it is going. With volume reaching new highs 
each year, pushed higher and higher by inflated values, 
more stringent auto financial responsibility laws and 
higher rates on many important lines, it was a question 
of how much business to write in a given year rather 
than a scramble to retain one’s fair share of the market. 
In fact, until we'd increased sufficiently on auto busi- 
ness, it was sometimes a question of how much unprofit- 
able business a company could accept. 

In a tight market little thought was given to the 
inroads being made by other carriers; in fact their 
willingness to underwrite additional risks was often wel- 
comed as an aid in absorbing business that was not too 
welcome when losses were high. Times have changed 

premium volume has begun to level off—rates are 
generally adequate. Competition is keener, 

Today’s competition is not like the competition of 
the past. It has changed and so has the market. Some 
years ago insurance was sold to protect assets, belong- 
In this day and age of financial re- 
sponsibility laws and installment buying with a little 
down and years to pay, the market is greatly expanded ; 
and, to many in the new large market the purchase of 
insurance is often a matter of compulsion. To this 


ings, possessions. 
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large segment of the market, insurance is not sold 
bought. 

Based on the increase in insured cars following the 
passage of auto financial responsibility legislation, pos- 
sibly as much as two-thirds of the automobile liability 
and property damage business (amounting to about 
$1% billion) is bought because of such laws. Consider- 
ing the number of automobiles purchased on an install- 
ment basis, something like $1 billion of auto physical 
damage business is bought to protect the interests of 
finance companies or other lending institutions. A very 
substantial amount of fire and extended coverage is 
bought to protect mortgage holders. This part of the 
market is therefore very cost conscious. It will go for 
a lower price on a standard article and not worry too 
much about agency service. In fact, a nationwide sur- 
vey recently completed by the Kemper Group disclosed 
that 69% of policyholders in non-agency companies 
bought because of price. Among those placing business 
through an agency, 70% did so through personal friend- 
ship or on the recommendation of a friend, while only 
7% were the result of solicitation. 

Insurance is not alone in this problem as witness 
the tremendous growth in discount houses selling stand- 
ard merchandise on a cash basis without returns or 
service. Volume at low overhead and low mark-up has 
been their stock in trade. Established outlets have 
tried to hold the price line through fair trade laws, but 
to little avail. Some stores have discontinued or played 
down their appliance business but there is increasing 
evidence that department stores are now getting ready 
for a major competitive battle. A strong counter attack 
was launched in Detroit recently and last month the 
three biggest stores in St. Louis started an all-out cam- 
paign to meet discount house competition. 


it is 


All Competition Increases 


Competition has been stepped up nationwide and 
worldwide. Manufacturing and distribution costs have 
been reduced in many lines to give the consumer greater 
value for his dollar. We have seen the textile industry 
suffer and experience a series of mergers, we have wit- 
nessed the competition between General Motors and 
Ford precipitate a crisis in the automobile field, we 

(Continued on the next page) 
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WHAT'S IN THE FUTURE?—Continued 


have seen chain stores displace many independent mer- 
chants and watched the growth of the super market. 

The insurance business may not be faced with quite 
such drastic problems, but neither is it entirely immune. 
Competition is good for the business and at the rate it 
is going there seems little danger that the industry will 
become subject to Federal regulation under Public 
Law 15. Competition has already brought changes in 
marketing procedure and will bring more changes, pos- 
sibly more drastic than any we have yet seen. 

Currently the challenge to agency companies is most 
pressing in the mass automobile insurance market. The 
term agency companies is applied here to those car- 
riers, whether stock or mutual, bureau or non-bureau 
which operate through independent agents and pay 
generally the going rate of commission. 

Agency companies are in competition with each other 
and the competition is very keen particularly between 
the stock and mutual and between the bureau and non- 
bureau carriers. 


Other Agency Competitors 


Agency companies are also in competition with direct 
writers. By direct writers is meant companies like the 
American Mutual of Boston, Employers Mutual of 
Wausau, Hardware Mutuals of Stevens Point and Lib- 
erty Mutual of These are mentioned because 
they are the four largest in this class and, with their 
affiliated carriers, wrote more than half a billion dollars 
of premiums in 1953. 


Boston 


\lthough they write many lines 
of business the most important by far is workmen’s 
compensation and they write many large risks. Their 
over-all rate of growth in the last five years was a shade 
better than for the fire and casualty industry as a whole, 
67% as against 64%. 

Agency companies are also in competition to a degree 
with a group of companies controlled by credit interests. 
Five years ago finance companies owned twenty-eight 
insurance companies in the auto physical damage field 
which developed a volume of just under $150 million. 
Last year there were thirty-eight such companies which 
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wrote nearly $360 million, an increase of better than 
140%. 

The competition that has the agents and agency com- 
panies concerned most, however, stems from a group of 
carriers operating through exclusive agents on a lower 
commission scale which have been able to build a sur- 
prising volume of good auto business in a relative short 
time. The four leading carriers in this class, one stock 
company, two mutuals and a reciprocal exchange, have 
increased their volume by 200% in the last five years, 
from $194 million to $587 million. This has been done 
largely through actively soliciting the mass market on 
a price basis. 

Agents and agency companies, in addition to the com- 
petition among themselves, thus also face direct writing 
competition on large target risks and specialty competi- 
tion in the mass market as well as competition from 
companies controlled by finance or lending institutions. 


Savings in Operating Costs 


To maintain their relative share of the market, com- 
pany and producer organizations must develop a pro- 
gram to effect savings in operating costs in both com- 
pany and agency offices. Some re-alignment of the work 
load between the two parties might well bring less dupli- 
cation, greater simplicity and lower costs. Savings in 
cost must be passed on to the insurance buying public to 
narrow the spread in cost between the specialty and di- 
rect writing carriers and the agency companies. The 
public is perfectly willing to pay a reasonable fee for 
agency service but over-all costs must be reduced and 
operating procedures revised and simplified. The longer 
the decision is postponed the more difficult it becomes as 
the specialty carriers are attracting not only a large vol- 
ume of business but are selecting it well. This will tend 
to widen still further the differences in cost between the 
two systems. 

The reader is no doubt familiar with most of the 
steps that have been taken so far, steps short of meet- 
ing the price competition. Rating organizations have 
adopted a seven classification system for auto liability 
business and may soon make additional changes. A 
few companies have dropped bureau membership to 
permit greater freedom of action. Several carriers have 
been organized to write automobile business at lower 
rates with a lower commission scale and automatic bill- 
ing each six months by the company. Some independ- 
ent carriers are issuing a broader auto insurance policy 
at bureau rates and full commission while cutting both 
the rates and commission on the standard contract. A 
new premium financing company has been organized ; 
with which some one hundred and eighty companies 
have become affiliated, to handle the collection of install- 
ment premium payments on a more efficient basis than 
could be done individually. 

Advertising campaigns have been launched; one 
group is planning to spend more than $750,000 on 
newspaper promotion built around its local agents in 
thirty-three states. The magnitude of this plan can be 
envisioned by considering the time, effort and detail 
involved in collecting some 2,200 photographs, ad- 
dresses and telephone numbers, keeping them all in 
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order and arranging each of the one hundred and 
twenty-five newspaper ads. Other companies have de- 
veloped television and radio advertising appeals. One 
insurance company lined up the radio advertising time 
before and after each World Series game. 

In some instances it may be wise to accept a relative 
loss of position in the market if operations can be main- 
tained on a growing and profitable basis. Growth for 
the sake of growth can lead to serious consequences. It 
often is not necessary to meet price competition if other 
factors, such as service or quality are superior. The 
Kemper market survey previously mentioned also de- 
veloped the information that 48% of those insured in 
specialty or non-agency companies would pay from $2 
to $10 more for competent local agency service, and 
that 79% of the policyholders in agency companies and 
54% in non-agency companies prefer to deal with some- 
one they know when a claim occurs. 

The writer is a director of a commercial bank. We 
have a savings department. We decided not to raise 
the interest rate on savings accounts to meet the price 
competition of savings and loan associations and sav- 
ings banks. We knew that we would lose some accounts 
and fail to gain some new ones. Our savings depart- 
ment has not kept pace with the growth of savings 
nationwide but has held up remarkably well. We did 
not need to meet the price competition of special sav- 
ings organizations because we offered a complete bank- 
ing service, including trust department, safe deposit 
boxes, Christmas and vacation club plans, fur storage, 
etc. This situation has close parallels in the insurance 
field. 


Advantages of Multiple Lines 


The multiple line company, which offers a complete 
or nearly complete insurance service, enjoys real ad- 
vantages and is in a more favorable position to either 
meet or not meet competition on any single line or to 
weather a period of unsatisfactory underwriting experi- 
ences on one or more lines of business. Fire and cas- 
ualty companies are fortunate in that they can gain 
valuable diversification within the insurance business 
and do not need to seek greater stability through out- 
side diversification as so many of our cyclical industries 
are doing. 

Although there will always be a place for specialty 
carriers, the trend toward multiple underwriting will 
continue, as will the trend toward broader, more com- 
prehensive coverage. Broader policies give the buyer 
greater protection and the companies and agents more 
income and operating economies. Streamlining of han- 
dling of all of the paper work is a must to reduce both 
acquisition and overhead expenses. Policies may be 
issued on a continuous basis with automatic renewal 
billing by machine operation. This would cut costs and 
also reduce the extension of credit and return of un- 
wanted policies which is estimated to cost over 2% 
currently. 

The future of the insurance business depends upon 
the general health of our whole economy. What is the 
outlook? The real production of the American econ- 
omy, as measured by gross national product adjusted 
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for price and population changes, has nearly doubled 
in the last twenty-five years. This is a measure of ac- 
tual volume of goods and services—the growth in dol- 
lars is a great deal more than double. Our standard of 
living is up 40% since booming 1929. Twenty-five 
years ago, 60% of all families had an annual income of 
less than $3,000 in today’s dollars. Now more than 
60% are in the middle income group with incomes be- 
tween $4,000 and $10,000. This enlarged and en- 
riched middle income group has become the backbone 
of an expanded market for homes, automobiles, appli- 
ances, television and the thousands of other items our 
economy produces. 

The expanded middle income group and the rise in 
the standard of living has had an impact on the fire and 


casualty business that could hardly be envisioned only a 


few years ago. Premium volume, which crossed the 
$2 billion mark in 1929, declined during the depression 
and did not regain the $2 billion level until 1939. It 
now approaches $10 billion, a growth in fifteen years 
far greater than the rate of growth of our population 
and even the rate of growth of our gross national prod- 
uct—the sum total of all production and services. This 
is significant for the future. 


Competition Will Be Keen 


At Columbia University’s Bicentennial celebration 
earlier this year, Arthur F. Burns, chairman of Presi- 
dent Eisenhower’s Council of Economic Advisers, as- 
sessed the future in the following terms, “Our country 
has the capacity to raise physical production from its 
current annual level of about $360 billion to $440 bil- 
lion, or even more, in a mere five years. It is essential 
for our national security, as well as the interests of in- 
creasing welfare, to realize this potential growth.” 

By 1959 the number of family units will increase by 
about 9% but the consumer market, based on Mr. 
Burns’ calculations, will be up better than 25%. The 
number of family units with more than $5,000 yearly 
income will increase by nearly 50% and will account 
for 60% of all domestic consumer expenditures. Trans- 
lated into terms of new homes, automobiles, appliances, 
color television and air conditioning it means booming 


(Continued on the next page) 
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WHAT'S IN THE FUTURE?—Continued 


business. This further enlargement and enrichment of 
the new monied middle class will correspondingly in- 
crease the market for all fire and casualty coverages. 
The so-called luxury lines of coverage can be sold as 
never before but competition for the consumer’s dollar 
will be keen. 

Mr. Burns is not alone in his optimism. Private in- 
dustry is pouring billions of dollars into new plant and 
equipment—the sinews responsible for the average in- 
crease of nearly 3% a year in the nation’s productivity 
(output per man-hour) since World War II. The con- 
struction industry is setting new records month by 
month and should end the year some 4% above 1953. 
The upsurge in births that started after World War II 
is still going on. The number of babies born in 1954 is 
expected to top four million to set a new record. The 
Census Bureau estimates the population in 1960 at 
around 176 million, by 1965 at 190 million and by 1975 
at 215 million. That means adding seven cities the size 
of New York in less than one generation. The United 
States is a growing, thriving nation. It has the produc- 
tive capacity and its urge for a better life has raised 
living standards 40% since booming 1929. These stand- 
ards should keep on rising. 

The business cycle has not been suspended so there 
will be periods of adjustment. We will have our ups 
and downs but we won't stay down very long because 
of the urge for a better life by a growing population with 
the ability, know how and resources. Fire and casualty 


insurance will boom too, although not at the frantic pace 
of the last several years. Should it continue to advance 
in the same relationship with the estimated growth in 
gross national product that it has averaged over the 
last twenty-five years it will mean $3 billion of new 
premiums in the next five years. Should fire and cas- 
ualty premiums only keep pace with the forecast of 
future gross product the new premiums would amount 
to about $2 billion in the next five years. We are 
still in an expanding market, but the estimated rate of 
expansion should be at only one-third or one-half the 
rate of growth in the last five years. 


Past Gives Confidence in Future 


This past growth has been healthy and sound. The 
industry as a whole, all fire and casualty lines combined, 
has not been in the red since 1932. Individual lines 
have been in serious difficulties at times but the indus- 
try has made a remarkable record during the period of 
its greatest growth. Our dynamic expanding economy 
with its growing population and steadily rising standard 
of living constantly opens new vistas for insurance. 
One can be confident that the fire and casualty business 
will adjust to changing conditions and continue to keep 
pace with the increasing insurance needs of the public 
for years to come. 


From an address by Chester M. Kellogg, Vice-president, A. M. 
Co., Inc. before the annual convention of the National 
Mutual Insurance Companies, October 6, 1954. 
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AMERICAN CREDIT INSURANCE guarantees payment of Accounts 
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The Magic Carpet to 
GREATER PROFITS 


from Personal Clients 


Not since the automobile has anything come along that 
has had such impact on the local agency business as the 
Homeowners Policy. This is partly because this modern, 
big, economy-size insurance “package” means a lot 
more profits on residence-and-contents business. 


Here’s the main reason for its success. People like this 
new policy. Story after story comes to us from agents 
about how easy it is to sell this contract. An agent in a 
town of 10,000 sold 700 in a year. One agent in a 
medium-size city in six months sold over 200 Home- 
owners Policies with premiums of $45,000, of which 
$30,000 was net increase. It became available in a new 
state, an agent went out and told ten people about it, 
and nine bought it — at average three-year premiums 
of over $200 each. 


This is quite a bandwagon! It’s one mighty few agents 
can afford to miss. Because if you don’t sell the Home- 
owners (if it’s available where you are) then it won't 
be long before your renewals will turn out to have been 
picked up by your competitors’ Homeowners Policies. 
Your clients will be so sorry — but it’s too late by then. 


Recently we collected all the good ideas we could find 
about how to promote and sell the Homeowners Policy. 


We put them into a new issue of our Agency Sales 
Bulletin. There’s a list of the advantages of the Home- 
owners Policy that takes a couple of columns. There's 
a suggested sales talk, a letter, a folder, newspaper 
advertisements, radio and television spot announce- 
ments, and an outline of the coverages. 


Anyone who is now or may be selling the Homeowners 
Policy should have this new Bulletin. We've already 
sent it to our own agents, of course, but perhaps you’d 
like to have one, too. If you’re in a state where the 
Homeowners Policy is not yet written, it will pay 
you to see this complete data now, to be ready when 

the time comes. Sending the coupon won't obli- 

gate you in the slightest, and may bring you some 
money-making ideas. Send the coupon today. 
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Fire ° MARINE e CASUALTY . BON ODS 
WOME OFFICES: New Haven, Conn. PACIFIC DEPTS: 248 Battery St.. San Francisco, Calif 


PSs ees SSS SSS SSeS See ee 8888888825 
Security-Connecticut Insurance Companies 
Department 17E, New Haven, Connecticut 


Please send me, without cost or obligation, a copy of 
your new Agency Sales Bulletin on the Homeowners 
Policy. 


Name 


Street 
City or 
Town ... ios State 
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What’s the winning combination in insurance merchandising today? 


Low net cost coupled with superior local agency service—that is the 
conclusion clearly indicated by the nationwide poll we conducted among 
automobile insurance buyers. 


To dramatize the low net cost and superior local agency service our representatives can 
offer we have embarked on the largest advertising campaign in our history. Our advertise- 
ments, appearing in over 125 newspapers reaching 22 million people, feature the names, 
addresses and pictures of our agents who observe eight Standards of Better Insurance Service. 


Thousands of our representatives have 

4 subscribed to these Standards and are dis- 

saan AWM playing the seal of the Kemper Approved 

sas Th S ndards of Insurance Advisor. They are tying their 
e ota 


) own advertising into our big (nearly full 
Better Inswiance Service 


page) ads thus capitalizing on the substan- 


0 tial investment we are making in them. 
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Best of all, they are reaping the benefit 
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a forward-looking organization can do to 
help its representatives. Watch. for them 
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in your Sunday newspaper. 
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Operating in New York state as (American) 
Lumbermens Mutual Casualty Company of Illinois 


LUMBERMENS Mutual Casualty Company © AMERICAN MOTORISTS Insurance Company 
CHICAGO 40, ILLINOIS CHICAGO 40, ILLINOIS 


AMERICAN MANUFACTURERS Mutual Insurance Co. 
EXECUTIVE OFFICES: CHICAGO 6, ILLINOIS 

DIVISIONS OF KEMPER INSURANCE 
ALL FORMS OF PROPERTY AND CASUALTY INSURANCE AND BONDS 
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of mutual companies 





(GGREGATE figures 
in the mutual field 
are subject to easy 
misinterpretation because of 
the wide differences in size 
of carriers, classes of busi- 
ness underwritten and plans 
of operation followed. More- 
over, as a number of mutual 





32 MUTUAL FIRE AND CASUALTY COMPANIES 


(All Figures in Thousands) 


ctal Admitted Assets 
olicyholders' Surplus 
onditional Surplus Funds 
ase Loss Reserve 
nearned Premiums 

irect Premiums Written 


6/30/53 
$593,896 
155,549 
6,710 
174,926 
221,363 
219,495 


12/31/53 
$640,828 
174,389 
9,750 
191,852 
221,691 
478,897 


6/30/54 
$690,628 
197,527 
11,689 
200,367 
241,829 
259,742 


Moreover, 
half of 1954 
investment accounts  re- 
flected substantial market 
appreciation as compared to 
fairly heavy depreciation in 
the first half of 1953. The 
ratio of losses and loss ad- 


stockholdings. 
for the first 


et Premiums Written 

et Premiums Earned 

oss Ratio * 

xpense Ratio ft 

ombined Loss & Exp. Ratio 
nderwriting Profit 

et Investment Income 
ther Investment G. or L. 
ederal Taxes Incurred 
ividends Declared 


carriers do not file complete 
semi-annual figures it is dif- 
ficult to obtain a sufficiently 
representative group. The 
thirty-two mutual fire and 
casualty companies included 
in this study showed a gain 
in premium volume of 8%. 

Premium volume in the 
mutual field has advanced 
ten fold since depressed 


* Losses and Loss adjustment expenses incurred to premiums 
arned. t+ Expenses incurred to premiums written. 


justment expenses incurred 
239.880 § °° premiums earned dropped 
54.3 three points but the ratio 
27.0 of underwriting expenses 
sane incurred to premiums writ- 
7,821 § ten rose fractionally in the 

= first half of 1954 as com- 

21.240 § pared to either the first half 
of 1953 or the full year 

1953. Statutory underwrit- 

ing profits were higher. The 
combination of larger un- 


239,900 
214,733 
57.9 57.4 
26.2 26.5 
84.1 83.9 
25,577 61,404 
5,784 12,841 
—2,891 -1,189 
2,571 5,292 
18,324 39,366 


471,464 
446,090 


258,531 








1933 with the largest gains 
registered in the last ten years when volume increased 
from $610 million to $2,325 million. Inflation and gen- 
erally rising rate levels, which were important factors 
in this period of rapid growth, played a very minor role 
in 1954. The current slowing down in the rate of pre- 
mium growth has eased the reserve problem and is one 
factor which permitted a more rapid increase in surplus. 
This is a welcome development as growth in surplus 
lagged during the rapid premium and reserve build up. 
Net investment income was up sharply due to larger 
invested assets and higher dividends on some of the 
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derwriting profits and sub- 
stantial investment gains resulted in a jump of 13% in 
surplus funds in the last six months a 27% increase since 
June 30 a year ago, the largest gain in this account for 
some time. Assets were up 16% and loss reserve 14% 
for the year ending June 30, 1954. 

Individual figures for the thirty-two mutual fire and 
casualty companies as of June 30, 1953, December 31, 
1953 and June 30, 1954 appeared in the September 7 
issue of Best's Weekly News Digest. A limited number 
of these digests are available to those interested in the 
individual figures. 
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RECIPROCAL UNDERWRITING BY LINES 


HE sixty-seven fire and casualty reciprocal or 

inter-insurance operating in the 

United States in 1953 wrote net premiums of 
$321 million, up 16% for the year. Ten years ago pre- 
mium volume in the reciprocal field was only $66 mil- 
lion. Assets at the end of 1953 totaled $420 million and 
policyholders’ surplus was $162 million. 


exchanges 


Fiftv-seven of the reciprocals (writing over $300 
million) reported complete operating figures which 
* 


Premiums 
Earned 


* 


Losses 
Inc’d 


33.1 


Class 
ot 
B 
»uUSINeSS 


$19,827 
2,899 
267 
2,615 
256 
1,121 
15 


* Coverage 

Allied Fire 

Inland Marine 

Ocean Marine .... 

Acc. & Health 

Group A. & i... 5.3: 
WOT, SSORED. 6.ccic0c ces 
Misc. Liab. 

Auto Liab. 

Auto Prop. Dam. ....... 
Auto Fire, Theft 

\uto Collision 


30,511 
2751 
79.984 


Fidelity 
Surety 
Glass ° 

26.5 
Livestock 41.6 
Mem. Fees bake 
$300,681 48.8 
* Last 000 omitted lo premiums earned. 


+ To premiums written. 


made possible the compilation of underwriting experi- 
ence by lines. Largest single line was auto liability with 
premiums of $80 million written by twenty-seven car- 
riers, followed by auto collision with $77 million di- 
vided among thirty-six writers. With auto property 
damage amounting to $51 million, and auto fire and 
theft $30 million, all auto lines totaled about $238 mil- 
lion. Workmen’s compensation premiums of $30! 
million were written by eleven carriers, while twenty-six 
wrote $20 million of straight fire business. 


*Under- 
writing 
P: oF bs 


+ 
Gen. 


Exp. 


i 


kK 


Comm. 
Inc’d 


t 
Other 
Acq. 


tj > 
eH 
ee 


Taxes 


$6,363 
369 

44 
1,104 
76 
-228 
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2 
4,028 
510 
3,893 
5,099 
5,483 
17,484 
87 


7 
23 
6 

4 
124 
9 

3.1 43 2.0 $44,487 


** Does not include Federal income taxes. 
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AVIATION EXPERIENCE 


| hese SERVICE CORPORATION, acting as statistical 
agent for the New York Insurance Department, 
has compiled statistics on aviation underwriting experi- 
ence for the policy years 1949 to 1953, inclusive. The 
compilations represent the experience of stock com- 


PASS. LI 
Net 
Prem. 


HULL GROUND 
Net Loss 


Prem. Ratio 


HULL CRASH 
Net Loss 
Ratio 


Policy 
\ eal 


1949 
1950 
1951 


5.064 
5,892 
4,568 


26.2 


39.0 
45.0 
59.9 


4,405 
8,126 


I JOSS 
Ratio 


63.7 


89.3 


panies only and are on a direct basis excluding reinsur- 
ance. Written premiums for the policy years 1949 to 
1952, inclusive, are treated as fully earned, while those 
for policy year 1953 have been adjusted to an estimated 
earned premium basis. (Figures in thousands.) 


ACCIDENT 
Net Loss 
Prem. Ratio 


AB. PUB. LIAB. 
Net. 


Prem. 


PROP. DAMAGE 
Net Loss 
Prem. Ratio 


Li SS 


Ratio 


34.8 
26.5 
24.6 


795 
839 
836 


31.7 
24.7 
109.1 


935 
1,002 
1,051 


97.2 
40.5 
120.5 


2,385 
3,146 
3,491 


16.5 


6,461 
6,398 
4,131 


5,721 
2.790 


= 9 


44.4 
74.6 


10.7 
24.3 


1952 


1953 


47.4 


35.7 


3,850 
2,647 


68.2 
74.2 


870 
590 


20.0 
13.0 


1,211 
793 


29.521 


Totals - 24,035 56.6 69.0 3,930 41.3 4,992 68.9 15,519 





A Progressive Company For Aggressive Agents 


Write and let’s get acquainted! * CELINA MUTUAL * 


INSURANCE COMPANY 


sine A OY £0 
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elina , 
@ COMPLETE AUTOMOBILE 
@ GENERAL LIABILITY 

@ GLASS 


99 


@ GARAGE LIABILITY 
@ SURGLARY AND ROBBERY 
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The American Businessman’s Protection Plan 


works for you 





because it presents the story in 


%, terms your clients understand oe 


if the Income © 
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A clear, concise picture of the complete insur- 
ance needs of all of your present clients and 
prospects . . . this is what the American Busi- 
nessman’s Protection Plan provides. 


It is a powerful sales tool in searching out the 
undeveloped premium income which is avail- 


rd ee ee a 


THE AMERICAN INSURANCE CO. - BANKERS INDEMNITY INSURANCE CO. 
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able to you. It presents a sound program of 
protection to your customers in terms they will 
easily understand. 


You can have all the facts on the American 
Businessman’s Protection Plan by sending in 


the coupon below . . . no obligation, of course. 














THE AMERICAN INSURANCE GROUP 


15 Washington Street, Newark, N. J. 


Public Relations, Dept. 8-10 


| would like to know more about making in- 
creased profits through The American Business- 
man’s Protection Plan. 
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“Unforeseen events... need not change and shape the course of man’s affairs” 


Fall Guy... 


Ps 


He takes a fall. You laugh. A guest in your home falls. 
You pay. You’re the fall guy. Maybe you keep on paying... 
and paying...and paying. Accidents happen. Dogs bite children. 
Tradesmen slip on sidewalks. And you can be stuck for the bills. 
A lawsuit is no joke. It can trip you up for thousands—leave you flat broke. 
Why risk it? A Maryland Comprehensive 
Personal Liability Policy costs so little ...can save you so much. Have your 
Maryland Agent give you the whole story today. Tomorrow may be too late. 


MARYLAND CASUALTY COMPANY 


Baltimore 3, Maryland 


A Personal Liability Policy is only one of many forms of Maryland protection. Casualty Insurance, Fidelity and Surety Bonds and 
Fire and Marine Insurance are available through 10,000 agents and brokers. 





Here is the newest in the series of attention-getting advertisements designed to help 
Maryland agents and brokers sell more personal Liability policies, 
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fidelity and surety 


OQ SUCCESSFULLY sell 

fidelity and surety bonds an 

agent must first acquaint 
himself with his company’s require- 
ments and learn as much about the 
bond business as he possibly can 
through company men, various cor- 
respondence courses, and other 
printed media. The ultimate result 
of this study and work is to become 
known as the “bond man” in a par- 
ticular locality. When this is done, 
he will begin to have business re- 
ferred from other areas, and people 
will naturally come to him to solve 
their bond problems. 

Bond volume comprises a very 
small part of an agent’s total busi- 
ness, and in the past, this field has 
naturally been neglected by agents. 
Also a sort of natural aversion to 
this type of business has been built 
up among producers. However, in 
the last few years, the companies 
have been getting through with their 
educational data to the agents, and 
to a great extent are now dispelling 
the fear and indifference shown by 
agents in the past towards this type 
of business. However small this 
bond volume, it can grow. More- 
over bond premiums have a tend- 
ency to remain on the books for 
many years. In many, many cases 
once the initial work is done, it is 
merely a question of collecting the 
premium each year. 


Fidelity 


Fidelity is one of the few unsolic- 
ited fields left in insurance today. 
As an example, of $400,000,000.00 
reported losses in the year 1952, 
only one-eighteenth of this amount 
was covered by fidelity insurance. 
Anyone who hires employees is a 
potential customer. 

The agent should first canvass his 
own files and make fidelity proposals 
to all accounts he thinks necessary. 
Whether they decline or accept is 
immaterial, as this is a part of his 
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job as their insurance advisor. 
Should they decline, then the agent 
has done his job by submitting quo- 
tations, and should they have a loss 
and not be covered, his skirts are 
clean. 

When quotations are made start 
with high limits and work down, and 
try to convince the prospect to ob- 
tain as much of this coverage as he 
can afford. Never tell an assured 
that “x” amount is sufficient. Let 
him make the decision. 


Service All Accounts 


Where an agent now has fidelity 
bonds in existence, it is his respon- 
sibility to periodically check these 
accounts to make sure that the 
amount is adequate and the coverage 
is up to date. In this way he will 
kill two birds with one stone, as he 
is not only servicing the account 
properly, but is protecting it from 
competition. 

Fidelity business should be set up 
as much as possible on a three-year 
basis. In this way, an agent secures 


ROBERT M. HOENISCH 
Superintendent 
Los Angeles Regional Office 
The Royal-Liverpool Insurance Group 


the account for three years and also 
protects the assured should he be 
getting experience credits. 

There are now available various 
amounts of deductibles which helps 
considerably in underwriting the so- 
called borderline fidelity risk, or the 
undesirable one, so an agent need 
not be hesitant in contacting his 
company representative for advice 
on any fidelity line or any fidelity 
prospect he might have. Any type 
of business that has branch opera- 
tions is a particularly good prospect, 
as with branch operations the in- 
dividual supervision of a one-store 
business is not possible. 

When preparing quotations for 
them, compute premiums on a cost 
per employee per week, per month, 
or per year basis, and you will find 
that it is ridiculously low, and then 
ask the prospect if he would be will- 
ing to increase the weekly, monthly 
or annual pay of his employees by 
“X” cents and he can only answer 
one way, “yes”. Actually this is all 
he is doing by buying a fidelity bond 
on his employees. 


Prospects for Leads 


Certified Public Accountants & 
Public Accountants are good pros- 
pects for obtaining leads to em- 
ployers that should have fidelity 
coverage, and they will in many 
cases recommend this coverage to 
employers. Then it is up to the agent 
to go out and sell this type of in- 
surance; as in most cases, it is sold 
and not bought. 

One very good example of a type 
of business that should have fidelity 
insurance is contractors. In many 
cases their bonding capacity is deter- 
mined by the amount of working 
capital they have, and should a con- 
tractor have a fidelity loss and not 
be bonded, the loss comes out of his 
working capital, thereby reducing 
his bonding capacity and thereby 


(Continued on the next page) 
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Sell Fidelity & Surety—Continued 


severely injuring his daily business 
Fidelity insurance is designed just 
as much for the catastrophic loss as 
is fire insurance, and although an as- 
sured may have adequate fire insur- 
ance protection, even though he has 
not had a loss, in most cases he will 
not have fidelity insurance which 
could just as easily bankrupt him. 
It is up to us to educate business 
men to fidelity insurance need. 





It is a very simple coverage which 
provides against loss to the employer 
by any dishonest act by his em- 
ployees, and when soliciting new 
business, the only things a company 
needs to compute the premium are 
the following : 

1. A personnel list, by position. 

2. Type of business conducted by 
the assured. 

3. Whether or not there have been 
any bonded losses. 


With this information premiums 





ONE WILL GET 
YOU FOUR 


WHY should you sell Life insurance and Acci- 
dent and Sickness insurance? 


One of our good general lines brokers answered 
that question by showing his 1953 books. They 


revealed: 


Total commissions received 


$35,000 


Total commissions from Life 


& A&S sales 
% from this source 
Co 


10,000 
28% 


© of his time and effort to 
create 28% of his net income 


6% 


It’s as simple as that. More than four times as 
much income per hour of effort selling Life and 


Accident and Sickness! 


If you’re looking for places to get more income 
from the same effort, we can tell you where —in 
the Occidental rate book. 


Call your nearest Occidental office —today! 


‘A Star in the West...’’ => 


HOME OFFICE: Los Angeles 
W. B. STANNARD, Vice President 


-cidental 


Life a 


are computed based on different 
amounts and plans, and the best buy 
is recommended to the assured. 

Here are a few of the most com- 
mon objections with which an agent 
may be confronted : 


My employees are all honest. This 
is a must, as if they were dishonest 
we could not bond them. 

All my employees have been with 
me for many years, and I do not 
want to embarrass them by having 
them complete fidelity applications. 
In most large losses, only employees 
that have been there many years are 
equipped with the responsibility and 
authority to cause a loss, and it is 
not necessary that each employee 
complete an application, as most 
companies require that only the new 
employees complete them. 

| can’t afford it. An employer 
who cannot afford to buy fidelity 
insurance certainly by the same 
token cannot afford to have a dis- 
honesty loss, as a loss would severely 
cripple him in his operations, and in 
most cases would bankrupt him. 


Contract Business 


Contrary to fidelity insurance, 
contract business is not sold. A need 
must arise or a requirement made 
for a contract bond before the bond 
is written. These requirements are 
usually made by various political 
subdivisions, although in_ recent 
months more private work is being 
bonded. 

Contract business is solicited be- 
fore a need arises, and to do this 
the agent must know the various 
contractors in his area. He should 
meet them and know the type of 
work they do. A good way to do 
this is for the agent to attend local 
bid openings and introduce himself 
to the various contractors in attend- 
ance. Also he should get acquainted 
with the type of equipment they use 
in their work. In other words, be 
able to talk their language. He can 
subscribe to various periodicals con- 
taining construction news, and in 
this way can give contractors leads 
to jobs he thinks they can do thereby 
showing the contractor he is taking 
an active interest in his work. It is 
important to know the unsuccessful 
contractors in an area as well as the 
successful ones. 

(Continued on page 59) 
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YOU NEED THE RIGHT EQUIPMENT 


TO DO THE JOB... 


They’re on the band wagon! Producers of 
the Fireman’s Fund Insurance Group have an effec- 
tive new selling tool in the Fireman’s Fund Record, 
now a magazine of general interest, with a sugar coat- 
ing of articles that range a wide field, with top-flight 
illustrations —a magazine eager to compete with 
newsstand favorites. 

Best yet, the Fireman’s Fund producer can have 
two full-page ads bearing his own imprint: in each 
issue. Thus, the Record becomes his magazine, dis- 
tributed by him to prospects and clients ...a mag- 
azine designed to sell his services and products... 
a monthly reminder of him the year around! 

Could there be a better and easier open sesame to 
improved customer relations, more prospects and 
greater prestige in his community? Here’s another 
example of the “right equipment” for Fireman’s Fund 
producers. 

We would like you to see the new Record — send 
the coupon below. 








FIREMAN’S FUND 


ju INSURANCE GROUP 


Fireman's Fund Insurance Company 
Fireman's Fund Indemnity Compiahy 
Home Fire & Marine Insurance Company 
National Surety Corporation 


Pire- Automobile: Marine: Casualty-Surety:Fidelity: Reinsurance 
Home Office: 401 California Street * San Francisco 20, California 
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Advertising Department, Fireman's Fund Insurance Group 
401 California Street, San Francisco 20, California 


Please send me the new FIREMAN’'S FUND RECORD. 


Name 





Address 














America Fore agents 
can arrange to budget 
their insureds’ premiums in 
convenient 
monthly, quarterly, 


semi-annual or annual 


installments 

















HEN one stops to think 
of the various rating, legal, 
accounting and_ statistical 
requirements which insurance com- 
panies have to meet, it is hard to 
imagine that the insurance industry 
can have any competition left in it. 
Unlike any other business the in- 
surance business cannot price its 
articles without the approval of a 
state official. It cannot even design 
a policy and sell it without first get- 
ting approval of a state official. It 
cannot keep its books in any way ex- 
cept in the way prescribed for it by 
state officials. It cannot invest its 
money in any securities other than 
those permitted by state law. It has 
to submit to exhaustive examination 
by state officials, etc., etc., ete. 
Nevertheless, competition is as keen 
in the insurance industry, at least in 
some parts of it, as it is in any other 
business. In fact a little more so than 
in some of them. The automobile 
insurance industry which now pro- 
duces the largest part of the pre- 
mitum income other than life is the 
best illustration of this keen com- 
petition. 
Automobile insurance is one of 
the youngest of the insurance cover- 
ages even though it grew most 
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OMPETTTION 


S. ALEXANDER BELL 
Manager 
Illinois Bureau of Casualty Insurers 


rapidly and is now the largest in the 
casualty field. In the early days of 
automobile insurance, in the early 
20’s, the insurance industry sat up 
and took notice of the fact that there 
was a potential volume of premiums 
worth going after. Since no one 
really yet knew how to price that in- 
surance, the whole thing being an 
experimental matter, the National 
Bureau of Casualty Underwriters 
and the National Automobile Un- 
derwriters Association dominated 
the price making field, they being the 
only organizations which developed 
facilities for rate making. We may 
as well admit that they did not know 
too much about it either, they were 
just struggling along trying to figure 
out how to do it properly. In any 
event, rates in those days in propor- 
tion to the hazard were fairly high. 

The financial requirements for 
organization of companies in those 
days were none too stringent and 
the high rates on automobile insur- 
ance in those industrial states in the 
middlewest where investment capital 
was available encouraged the organi- 


zation of independent specialty com- 
panies to write automobile insurance 
exclusively. At the same time the 
stock market boom during the 
Coolidge prosperity era was another 
encouragement for the independent 
operator; if he did not make any 
money from underwriting he could 
not help but make some money by in- 
vesting the reserve funds in the stock 
market. In this manner he could 
succeed whether or not. 


Wider Opportunities 


By the middle 30’s even though 
those were days of depression, the 
automobile population, and with it 
the volume of automobile insurance 
premiums, grew so large that the 
field offered ever wider and wider 
opportunities for competitive action. 
The amount of “fat” available in the 
rate, while not as great as in the 
previous decade, was still substantial 
and the average deviation in those 
days was 25% and in some instances 
ran as high as 40%. 

Competition in the industry be- 
tween the so-called “‘conference com- 
panies” and the “independent 
specialty companies” was competi- 

(Continued on the next page) 
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Competition—Continued 


tion based on price or service of 
both. The independent specialty 
company which could not compete 
with the company in 
terms of financial strength and secu- 
rity, competed with them by offering, 
first, a discount in the rate and, 
second, local personal service. The 
conference companies dealing 
through general agencies and hav- 
ing no direct personal contact with 
the policyholders could respond in 
one way only and that is by reduc- 
ing the rate. In this manner by the 
end of the 30’s the rates promulgated 
by the National Bureau and the 
National Automobile Underwriters 
Association generally were down to 
a point where there was practically 
no “fat” left in them. On the con- 
trary, the exposure kept ahead of 
the rates rather than the other way 
around. 


conference 


But there was another factor that 
came into being by that time—risk 
While in the 20’s it was 
pretty safe to write business without 


too much screening even at a 25% 


selection. 
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deviation because the rates generally 
were pretty high and the stock mar- 
ket took up the slack on top of that, 
in the 30’s, when the stock market 
no longer offered anything but 
further losses, this differential in 
rate had to be justified more and 
more through proper selection of 
preferred risks. By the end of the 
30’s it was either underwriting or 
bankruptcy for the independent com- 
panies. Therefore, they became ever 
more and more selective in their 
efforts to screen out from among the 
prospects that small percentage of 
risks which cause the bulk of the 
accidents. This screening process on 
the part of the cut-rate companies 
naturally had the effect of leaving 
to the conference companies a higher 
proportion of undesirable risks than 
their rate making process antici- 
pated. In this manner not only the 
“fat” in the National Bureau and 
National Automobile Underwriters 
Association rates was completely 
cooked out but worse—the rates be- 
came inadequate for the average type 
of business written by the “confer- 
ence” companies, 


So much for competition between 
the “conference” companies and the 
independent specialty agency com- 
panies. That was only one phase ot 
it. The other phase was competition 
of the direct writers. In the process 
of competition between the “con- 
ference” companies and the agency 
specialty companies the attack had 
to be primarily on the loss ratio pro- 
visions because in so far as the ex- 
pense provisions were concerned 
very little saving was available to the 
specialty companies since commis- 
sion rates were approximately the 
same and the saving in commission 
was only the saving of the commis- 
sion on the deviation. It is true that 
they also shaved some of the general 
overhead expenses which is possible 
in a smaller organization with more 
direct control over the office opera- 
tions. Nevertheless, the opportuni- 
ties for expense savings were small 
since the entire expense provision 
other than for acquisition and in- 
cluding profit never exceeded 15% 
of the premium. 

The attack of the direct writers 
was much more serious as now the 
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In December, 1903, fifty years ago, two brothers wheeled a 
strange-looking machine out at Kitty Hawk, North Carolina. 


What the famous Wright Brothers did that day was to 
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Bureau companies had to meet com- 
petition not only on the loss ratio 
provision basis but also in their ac- 
quisition expense loading, some- 
thing they had absolutely no control 
over. The direct writer by eliminat- 
ing the middle man or by reducing 
his cut of the premium, delivered 
what appeared to be a mortal blow 
against the “conference” companies. 
In fact, the development during the 
last decade of the direct writers 
would indicate that they are the real 
competitive force not only against 
the Bureau companies but also 
against the specialty agency com- 
panies, for they are now cutting the 
rate from both ends, the loss and the 
expense provisions. 

Let us stop for a moment and re- 
view the methods of the screening 
used to reduce the loss cost in the 
process of competing on loss pro- 
visions. In the early days it was like 
flying by the seat of your pants. The 
underwriter just had to acquire that 
indefinable something that told him 
when the risk was good or bad. As 
time went on, however, the accumu- 
lation of experience both through 
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observation and through statistical 
analysis permitted development of 
certain well defined rules and 
methods. Particularly it was no 
longer a question of looking over an 
application and having a hunch that 
the applicant is no good as an auto- 
mobile risk. The existing pro- 
hibited lists prepared and circulated 
among the underwriting and agency 
personnel stating what kind of risks 
will not be accepted at all were 
greatly enlarged. 

Impaired risk files were built up 
by individual companies and then by 
organized impaired risk bureaus 
making this data available to all. 
And finally the very successful and 
large direct writers who no longer 
could get along with these rudi- 
mentary tools developed the refined 
classification schedule. The classifi- 
cation schedule, this latest tool in 
price competition, is the automatic 
division of all insureds into price 
groups based on the loss frequency 
and severity to which they are ex- 
posed. Such a classification sched- 
ule coupled with the prohibited list 
within each classification presents to 


date the ultimate in risk selection to 
minimize the loss potential. At the 
same time as the volume written by 
the direct writers grows it increases 
the loss potential of those agency or 
other companies who do not screen 
their risks in the same manner. 

As regards the attack on the ex- 
pense provisions, while the methods 
vary the direct writers in general 
attack it by paying for acquisition 
once and then taking title to the re- 
newals instead of leaving the title 
to the renewals in the producing 
agent and paying a level annual re- 
newal commission. The average 
acquisition provision being 25% of 
the premium, it is obvious that the 
opportunity for price competition is 
quite substantial. 

So much for the story of the com- 
petitive struggle in the automobile 
insurance industry from its incep 
tion and up to date. What are the 
prospects and the ultimate. While 
one should make no prognostications 
nevertheless facts can be stated from 
which anyone can draw his own con 
clusions as to what is likely to hap- 


{Continued on the next page) 
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pen. The point at which we are now 
is this. The preferred risk gener- 
ally is in the custody of the direct 
writer. While some of the specialty 
agency companies are still able to 
hold on to a substantial volume of 
preferred business they are not shar- 
ing in the expansion of the auto- 
mobile premium volume anywhere 
near in proportion to their previous 
standing. So far as the Bureau com- 
panies are concerned, even though 
they are now attempting to do by 
classification what the 
direct writers have done, to screen 


schedules 


their risks and get the proper pre- 
mium for the risks written, it does 
not appear that they can be success- 
ful since they.do not have available 
to them the other weapons of 
direct writers’ arsenal 


the 
lower acqui- 
sition cost and direct control over the 
business written—the second sifting 
process. 

The way it looks the next decade, 
if it lasts that long, will the 
struggle no longer between the 
Bureau the National Auto- 
mobile Underwriters Association 


see 
and 


companies and the specialty agency 
and direct writer companies but be- 
tween the specialty agency companies 
and the direct writers. As far as 
the “conference” companies are con- 
cerned, given their present method 
of operations, they will be reduced 
to sitting on the sidelines and to 
writing specialty risks rather than 
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A POWERFUL 
SELLING TOOL! 


Cumulative collision means a full 
coverage contract once the de- 
ductible is used wp in one or 
more accidents. 


Utility, 


SURE RELIEF FROM 
SALES COMPETITION! 


play or passenger trailers are all 
fully covered under bodily injury 
and property damage. 


mine-run automobile insurance. On 
the other hand, the direct writers 
themselves will find that their re- 
finement of the classification sched- 
ule will lead them into conflict with 
the social aspects of the automobile 
insurance problem for someone must 
insure even the undesirable risk and 
no one need insure the risk that pre- 
sents no hazard. Therein lies the 
potential danger in the continuous 
process of refining the classification 
schedule. When these classifications 
reach a point where a goodly pro- 
portion of the automobile owners of 
this country can no longer afford to 
pay for the insurance which they 
must have to drive their cars, the 
social aspects of the problem will 
come to the fore and will inevitably 
bring political action. In fact it has 
already started as witness the 
various compulsory insurance bills, 
unsatisfied judgment laws, and all 
and sundry legislation confronting 
the automobile insurance industry. 

This is the time for the automobile 
insurance industry to stop, look and 
listen. Competition is a wonderful 
thing and may we never be without 
it. But competition is good only 
when it is limited to business and not 
to social problems. When because 
of competition or lack of it a social 
problem is created the solution to it 
is never a business solution but al- 
ways a political solution. May that 
never happen to the automobile in- 
surance industry for that will be the 
end of it. 


HOW GOOD CAN AN AUTOMOBILE POLICY GET? 
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home, office, store, dis- 


cies. 


COMPARE THE 
DIFFERENCE! 


Drive-Other-Car coverage includes 
just about every provision cur- 
rently excluded in standard poli- 


LARGEST CONSTRUCTION 
BOND 


THE LARGEST CONSTRUCTION con- 
tract performance and payment bond 
ever written in the United States, a 
full penalty bond in the amount of 
$29,806,552, has been executed by 
the Maryland Casualty Co., Amer- 
ican Surety Co., Travelers Indem- 
nity Co., New Amsterdam Casualty 
Co., and Massachusetts Bonding and 
Insurance Co., as co-sureties. A 
total of nineteen surety companies 
participated in the bond which covers 
a contract for the construction of a 
city-wide system of sewers and sew- 
age treatment plants for Jersey City, 
New Jersey. 


FIRE FIGURES 


Sratistics of the National Board 
of Fire Underwriters show that in 
the five year period 1948 through 
1952 an average of 284,000 homes 
were struck by fire every year, that 
there were 10% more dwelling fires 
in 1952 than in 1948—274,000 in 
1948, 300,000 in 1952—and that the 
resulting property loss from all the 
million-more fires in the United 
States in that same five-year period 
increased over 14% from $715,074,- 
000 in 1948 to $815,134,000 in 1952. 
In 1953 fire losses amounted to 
$864,863,000. The number of dwell- 
ing fires in 1953 totaled 294,737. 
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The Right of Discontinuance 


ISCONTINUANCE of the 
insurance by the insurance 
company is a right reserved 

by the company in over ninety per 
cent! of accident and health insur- 
ance policy contracts Rsued on an 
individual or family basis. This has 
been true since the inception of acci- 
dent and health insurance in the 
United States over one hundred 
years ago. It is true of accident and 
health insurance written in other 
countries. This right, furthermore, 
is reserved in nearly all instances of 
accident and health insurance writ- 
ten on a group, blanket, or franchise 
basis as respects the entire group or 
any thereof. It is also re- 
served by the Blue Cross and Blue 
Shield plans. The majority of other 
insurance coverage with which the 
general public is familiar also re- 
serves a similar right, including 
policies of fire insurance and auto- 
mobile insurance. Therefor the right 
of the company to discontinue a 
policy of insurance is not new to 
the public nor it is unique as re- 
spects accident and health insurance. 
These facts bear no testimony per 
se or generally that the reservation 
of this right results in injustice to 
the public. Rather, the long and 
nearly unanimous reservation of 
this right by the companies in writ- 
ing accident and health insurance, 
combined with the marked growth of 
that form of insurance,” would attest 


class 


1 In 1952 91.6%. In that same year the per- 
centage of claims paid on policies where this 
right was reserved (as compared with those 
where it was not) was 97.33%. 

21In 1953 the American public paid to six 
hundred and twenty insurance companies $2,- 
294,757,234 in premiums for protection against 
the financial losses resulting from accident and 
sickness. This was a growth of 20% over 1952 
and almost 500% over 1943. 
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both to the public familiarity with 
this contractual right as well as the 
absence of any thing approaching 
general abuse of that right. 
Accident and Health Insurance 
might be defined as that form of in- 
surance which offers protection to 
the insured person against the finan- 
cial hazards resulting from accident 
and_ sickness. Essentially these 
financial losses are loss of income 
and cost of medical treatment or 
care. Hence, when a person pur- 
chases this form of insurance he is 
purchasing security for himself and 
his family. As with all security pre- 
cautions, he should be hopeful that 
the event insured against will never 
occur. But should the unfortunate 
event come to pass, he has a right 
to expect that he has protected his 
financial resources to the extent of 
the insurance he has _ purchased. 


J. F. FOLLMANN, JR. 
General Manager 
Bureau of Accident and Health 
Underwriters 


Fundamental to this protection, this 
security, is that the insurance com- 
pany be solvent in order to be in a 
position to provide this security. 

The insurance company functions 
as a custodian of a fund which is 
composed of the premiums paid by 
the individuals insured. In the case 
of policies wherein the company re- 
serves the right to discontinue the 
insurance the premium charged is 
predicated upon this right. Essenti- 
ally this right is really the reserva- 
tion of the right to reunderwrite its 
business. By so doing the company 
is then willing to accept certain 
risks which it would not be willing 
to accept otherwise. This is applic- 
able not only to physical impair- 
ments but also to risks involving 
hazards of occupation, irregular em- 
ployment, fluctuating earnings, pos- 
sible foreign travel, and other fac- 
tors. Thus, the premium rate for a 
given benefit is based on a pre- 
sumed standard or norm reflecting 
the physical condition, age, sex, oc- 
cupation, and moral hazard of the 
individual insured. These factors 
are subject to variation with the 
passage of time. This in turn re- 
quires a periodic review of certain of 
these factors in the light of additional 
or more recent information. 

If a risk has become substanti- 
ally greater than average, the com- 
pany has the right to retire from it 
or to modify the benefits or adjust 
the premium rate. Conversely, if 
the risk becomes less, the company 
will make such change as is neces- 
sary to give the policyholders the 
benefit of it. The objective is to 

(Continued on tha next page) 
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Right of Discontinuance—Continued 


maintain stable underwriting stand- 
ards over all of the company’s busi- 
To do otherwise could re- 
sult in either in placing the financial 
security of the company and all its 
insureds in jeopardy or in an in- 
crease in premium rates to all policy- 
holders-of the company.- The right 
of reunderwriting might therefor be 
looked upon as an element of cost 
control since any variation from the 
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presumed standards inherently es- 
tablished in the company’s under- 
writing rules can be effectively 
measured and corrective action may 
be taken where it is deemed neces- 
sary. This, in turn, redounds to the 
benefit of ‘the policyholder in the 
form of lower’ premium cost. The 
point at which this function ceases to 
operate to the advantage-of 4he-pub- 
lic is when there is motivation other 
than the previously stated objective. 

In evaluating the reasonableness 
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of the reservation of the right of 
periodic reunderwriting in those 
policies where the premium is pre- 
dicated upon this right there are 
icertain very important factors which 


must be recognized. Essentially they 


are related to the basic nature of 
the coverage. Accident and health 
insurance has none of the statisti- 
cal certainty of life insurance and 
the amount of loss could increase 
indefinitely without some controls. 
It is the only major line of insur- 
ance in which both the incidence and 
the severity of loss are so largely in 
the hands of the insured.2 The mere 
attitude of a claimant can affect loss 
experience. It is believed that any 
school teacher, welfare worker, per- 
sonnel director, draft board official, 
or military commander can recognize 
that this is so. Hence, if insurance 
companies are to provide this form 
of protection on a broad basis to the 
public, if they are to experiment with 
new and improved coverages, it is 
necessary that precautions be taken 
which, in essence, serve to protect 
the solvency of those companies. 
One of these basic precautions is the 
practice of issuing policies on a year 
to year basis, of reviewing risks at 
the end of each year and determining 
on what basis, if any, insurance will 
be continued for the coming year. 
This concept is basic to the large 
body of accident and health insur- 
ance, 


Some of the reasons why a com- 
pany might find it necessary to dis- 
continue the accident and health in- 
surance coverage include: 


Current information that the policy- 
holder has made false or incorrect 
statement of consequence at the time 
of making application for the insur- 
ance, 


Current information that a moral 
hazard of consequence has developed 
which was not evident at the incep- 
tion of the policy. 


3A demonstration of one phase of the con- 
sequence of this was evident in 1931 and 1932 
when—with respect to the same coverages, the 
same palieyhebiann, and the same _ rates—loss 
ratios suddenly increased 12% to 14% in that 
two year period alone. Recent evidence has 
manifested itself similarly in areas where tem- 
porary unemployment has occurred. Immedi- 
ately accident and health insurance claims have 
risen sharply. It is clear, therefore, that from 
the standpoint of decreased earnings and un- 
employment alone there is close relationship 
between these events and accident and health 
claims. 
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Current information that due to pur- 
chase of other insurance or changes 
in the economic circumstances of the 
policyholder, the policyholder is 
over-insured. 


Reasonable cause to believe that a 
claim was based upon false facts or 
was grossly exaggerated. 


Claim frequency to such a degree 
that the company may properly be- 
lieve an extraordinary and uninsur- 
able moral, mental or physical haz- 
ard is present. 


Observation of marked change in 
the physical conditions of the in- 
sured. 


Change of residence of the insured 
to a foreign country where the com- 
pany has no facilities for providing 
service. 


Expiration of any age limits for in- 
surability. 


Change of occupation of the insured 
to one so hazardous as to be unin- 
surable. 


Full payment of benefits under the 
terms of the policy. 


Expiration of any specifically stated 
period for which the policy was is- 
sued (as in policies designed for 
special purposes such as the school 
year, duration of a camping trip, 
duration of a traveling trip, etc.). 


In the casualty field, where under 
contracts between companies and 
their agents the business under the 
policies which the agent writes be- 
longs to the agent, such policies may 
be discontinued when the contract 
between the company and the agent 
expires or is discontinued. In such 
cases the insurance is normally writ- 
ten in another company. 


Discovery that because of the cov- 
erage provided, or the rate charged, 
a certain type of policy is developing 
such bad experience as to indicate 
that either or both is fundamentally 
unsound. 


Policy Provisions 


The right of discontinuance of the 
coverage stems from one of two 
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policy provisions: one which states 
that the company may cancel the 
policy upon five days notice and re- 
turn of the unearned portion of the 
premium ; and the other which states 
that at its option the insurance com- 
pany may refuse to renew the policy 
at the policy anniversary. 


Recognized by Law 


The right of the company to can- 
cel or refuse to renew the policy has 
been recognized and regulated both 
by the law of the majority of the 
states and by official administrative 


procedure in the states for many 
years. In 1911, the National Asso- 
ciation of Insurance Commissioners, 
in recommending to the states a 
Uniform Standard Provisions Law 
for accident and health insurance, 
included in that law Standard Pro- 
vision 16 which established manda- 
tory policy language for a cancella- 
tion provision should the company 
desire to reserve such right. In 1946, 
in recommending to the states the 
third edition of the Official Guide 
For the Filing and Approval of Ac- 
cident and Health Forms, that same 
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Right of Discontinuance—Continued 


association established administra- 
tive procedure requiring that clear 
notice of the right of the company 
to cancel or to refuse to renew the 
policy must be contained on the face 
of the policy and on its filing back. 

In 1950, after more than three 
years of careful study, the National 
Association of Insurance Commis- 
sioners recommended to the states 
for enactment a revision of the 1911 
law entitled “Uniform Individual 
Accident and Sickness Policy Pro- 
visions Law.” This law again rec- 


ognized the necessity for reservation 
of this right by the company and set 
forth the language of such policy 
provision newly requiring five days 
notice of such cancellation and re- 
quiring that similar right must be 
given the policyholder. In 1952, 
the National Association of In- 
surance Commissioners further rec- 
ommended to the states an adminis- 
trative procedure requiring that 
reference to any such cancellation 
provision must be clearly captioned 
and placed on the face of the policy 
so that the policyholder might clearly 
be aware of its existence. The New 
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York Insurance Department there- 
after made similar requirement with 
respect to the policy provision giving 
the company the right to refuse to 
renew the policy. 

It is evident from the foregoing 
that since 1911 the National Associa- 
tion of Insurance Commissioners has 
not only clearly recognized the neces- 
sary right of the company to discon- 
tinue a policy of accident and health 
insurance but has taken several con- 
crete steps to regulate that right, 
to make certain the policyholder is 
aware of the right, and to prevent 
abuse of this right. These recom- 
mendations have, in turn, been en- 
acted, adopted, and enforced by the 
legislatures and the regulatory offi- 
cials in the vast majority of the states 
and have established the general 
pattern for the construction of policy 
contracts by the companies for use 
in all states. 


Frequency of Discontinuance 


For several years there have been 
charges and counter-charges as re- 
spects the frequency of the exercise 
of the right of discontinuance by 
insurance companies. No facts on a 
nation-wide, multi-company _ basis 
were available, however, to substan- 
tiate either position. Then, in 1953, 
the Insurance Commissioner of 


‘North Carolina conducted a factual 


study of such discontinuance prac- 
tices both in North Carolina and in 
the entire United States. The study 
included ninety-four insurance com- 
panies writing accident and health 
insurance in North Carolina. It 
showed that, on a nation-wide basis, 
of 23,000,000 persons insured by 
those ninety-four companies, 120,000 
policies had been discontinued dur- 
ing the preceding year. This is a 
discontinuance rate of % of 1%. No 
qualitative analysis of this study is 
known to be available. The bare 
facts as given here do, however, 
indicate that the use of the right of 
discontinuance by insurance 
panies generally is not great. 


com- 


The only exception to this would 
appear to be those instances, be there 
any, where specific companies might 
—because of lax or insufficient initial 
underwriting, inadequate selection 
of agents, insufficient training of 
agents (particularly respecting un- 
derwriting standards), or an un- 
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conscionable approach to claims by 
their management—indiscriminately 
abuse this right.* It is submitted 
therefor, that the right of discon- 
tinuance of the insurance by the 
company is not a cause of uncon- 
scionable practices—that is, that the 
mere existence of this right does not 
mean per se that injustice to the 
public results—but rather that any 
abuses surrounding the exercise of 
this right are an effect—one of the 
effects which can result from an 
attitude on the part of company man- 
agement. Any such companies can 
and should be dealt with readily and 
specifically by state officials charged 
with the supervision of the insurance 
business. 


The alternative to a policy in 
which the company reserves the 
right to discontinue the coverage is 
a policy which is non-cancellable and 
which may be automatically contin- 
ued by the policyholder upon pay- 
ment of premium and until the age 
limit stated in the policy has been 
reached. The public desire for such 
coverage has long been recognized 
by insurance companies. It was first 
offered in the United States in 1907 
by a fraternal society. In the ensuing 
twenty-five years a great many in- 
surance companies came to offer this 
coverage. A proper rate structure 
was, however, difficult to achieve be- 
cause of the unavailability of useful 
statistics and the volatile nature of 
the risk. It must be admitted too, 
that there was some failure to ap- 
preciate the effect of providing life- 
time benefits in a policy where con- 
tinuance is at the sole option of the 
policyholder. 


4 Without passing judgment on what may well 
have been justifiable causes, it is of interest here 
to note that the North Carolina study reveals 
the following: 

35 companies reported less than 1 cancellation 

per thousand 

22 companies reported 1 to 3 cancellations per 

thousand 

12 companies reported $ to 5 cancellations per 

thousand 
14 companies reported 5 to 8 cancellations per 
thousand 
company 
thousand 
company 
thousand 
company reported 10 cancellations per thou- 
sand 
company 
thousand 
company reported 12 cancellations per thou- 
sand 
company reported 13 cancellations per thou- 
sand 
company reported 14 cancellations per thou- 
sand 

2 companies 
thousand 
company reported 29 cancellations per thou- 
sand 
company reported 90 cancellations per thou- 
san 


reported 8.5 cancellations per 


reported 9.8 cancellations per 


reported 11.9 cancellations per 


reported 20 cancellations per 
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By the 1920’s competition in the 
area of these coverages was severe. 
Companies were beginning to suffer 
serious losses. Premium rates were 
found to be inadequate. Benefits had 
been broadened disproportionately. 
Then, by 1928, responding to the 
first the coming 
economic depression, losses began 
mounting as they do markedly in 
accident and health insurance in pe- 
riods of unemployment or declined 
income. By 1932, all but a few com- 
panies had ceased offering such non- 
cancellable insurance. Serious dam- 
age had been done. The financial 


indications of 


solvency of several companies was 
left impaired. Others were in a 
position to absorb the losses and 
these companies are still paying bene- 
fits under those policies at appre- 
ciable loss. 


The New York Insurance Depart- 
ment has prepared a study “Exam- 
ination of Insurance Companies” in 
which the following pertinent state- 
ment appears: 

“Thousands of people covered by 
non-cancellable policies found that 
since they had no jobs or businesses 
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it was only a short step to develop 
various types of neuroses which 
would entitle them to payments from 
insurance companies. In the ensuing 
years many companies retired from 
the field. The depression year 1932 
witnessed an underwriting loss of 
$4,000,000 from a $17,000,000 pre- 


mium.” 


This experience has indicated to 
insurance companies the need for 
caution in approaching disability in- 
surance on a non-cancellable basis. 


Today non-cancellable policies are 
written by many insurance compa- 
nies. Some of these have just within 
the last few years determined to 


write this type of insurance. Hence, 
this type of insurance is available to 
the public. It is, however, often sub- 
ject to a preliminary physical ex- 
amination to determine whether the 
applicant for the insurance can qual- 
ify. It is generally subject to more 
stringent underwriting requirements 
than other types of accident and 
health insurance. There is an age 
limit under non-cancellable policies 
(usually 55 to 65) after which the 
policy can be discontinued by the 
company, and usually non-cancella- 
ble policies are not available to new 
risks over age 50. And the premium 
cost for such non-cancellable insur- 
ance is appreciably higher than the 
premium for similar benefits written 
under policies in which the company 
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has the right to discontinue the 
coverage, this additional cost taking 
it beyond the range of average in- 
comes. 


It should be pointed out that as 
a rule the successful underwriting 
of non-cancellable insurance has 
been based upon experience obtained 
with similar benefits issued on a can- 
cellable basis. Carriers might be re- 
luctant to experiment on the basis 
of non-cancellable policies and it is 
extremely doubtful if the recent 
marked degree of experimentation 
in the accident and health field would 
have taken place if all policies had 
been written on a non-cancellable 
basis. 


Various Experiments 


Many companies today are con- 
ducting various experiments having 
direct bearing on the subject of dis- 
continuance of the policy by the 
company. Insurance companies are, 
and have been for a long time, the 
first to recognize the seriousness 
flowing from the discontinuance of 
a policy. Their primary concern is 
the welfare of the policyholder. 
Hence, every effort is taken by re- 
sponsible insurers to, in such cases, 
offer to the insured some form of 
coverage rather than totally discon- 
tinuing the insurance. This is done 
by alerting the existing policy, by 
continuing coverage at a substandard 
premium, or by the issuance of an- 
other type of policy. This has long 
been the practice of many companies. 


Insurance companies are also er- 
tremely conscious of the public-rela- 
tions aspects of policy discontinu- 
ance. Methods used in informing 
the insured have been improved, 
made more informative and more 
courteous. In some cases, however, 
the former insured is, perhaps natu- 
rally, left with a sense of injustice 
having been done. In others, the 
insurance company is forced, by cir- 
cumstances not of its doing, to be 
evasive in order to avoid libel suit 
(i.e., when a moral hazard has de- 
veloped). With companies function- 
ing through a responsible agency 
force, however, it is difficult to pre- 
sume that the behaviors of those 
companies could be anything but 
considerate, thoughtful, and discreet 
since otherwise their agents, always 
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alert to any matters disturbing to 
the policyholder, would protest. 
Recognizing the importance of the 
subject of the right of discontinuance 
of the policy by the company, some 
companies have been experimenting 
recently with policies or practices by 
which the right of discontinuance 
on the part of the company is volun- 
tarily restricted. These present ex- 
periments might be identified as: 
1. The type of policy which is 
clearly, by its terms, guaranteed re- 
newable to the age limit upon pay- 
ment of premium but in which the 
premium can be altered by the com- 
pany (on a class, not an individual, 
basis) should experience so require. 
Such policies covering hospital and 
medical expenses are now being writ- 
ten by a few companies. This type 
of policy has been in use for a very 
short period—a little more than a 
year—and it is too early to judge 
its success. A similar experiment 
has also been announced recently 
for a policy of major medical ex- 
pense insurance. 


2. The type of policy which is 
clearly, by its terms, guaranteed re- 
newable to the age limit upon pay- 
ment of premium but in which the 
premium periodically increases at 
stated intervals. This type of policy 
is a recent experiment on the part of 
one company. 

3. The type of policy in which re- 
newal is at the option of the company 
(as customarily stated) except that 
the policy provides that renewal will 
not be refused because of change in 
the physical condition of the insured. 
This experiment is limited to date to 
major medical expense policies is- 
sued by one or two companies. Since 
the major medical expense coverage 
is itself a new experiment of only 
two years existence it would be even 
more difficult to attempt to appraise 
this more recent development. 

4. The practice of notifying agents 
(as contrasted with a statement in 
the policy contract) that the com- 
pany will not refuse to renew the 
policy because of change in the phys- 
ical condition of the insured. This 
experiment is a non-contractual ver- 
sion of the preceding experiment 
and, like it, is limited to major med- 
ical expense insurance as written 
by one or two companies. Therefor 
the same comments are equally ap- 
plicable. 
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5. The practice within the company, 
when considering policies for re- 
newal, of overlooking any changes 
in the physical condition of the in- 
sured (as contrasted with a state- 
ment in the policy contract or an 
announcement to the field force). 
This practice has been quietly going 
on within several companies for the 
past few years. In this manner com- 
panies can watch and test the effects 
of their experiment without any 


eventual disturbance of their policies, 
their policyholders, or their agents 
should the experiment prove in 
whole or part unsuccessful. In sev- 
eral instances this experiment is 
being confined to one type of cov- 
erage, such as hospital expense 
insurance. In all instances, the 
experiment is too recent to be con- 
clusive. The experience of one 
company which has carried on this 
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experiment for several years is note- 
worthy. The company followed the 
practice of continuing certain types 
of policies in force despite the fact 
there had been a marked change in 
the physical condition of the insured. 
In so doing, it ceased paying renewal 
commissions to its agents. The loss 
ratio on this business has now risen 
to 110% and the experiment has had 
to be discontinued in certain areas. 
6. The practice within the company, 
when considering policies for re- 
newal, of overlooking the frequency 
or duration of warranted claims sub- 
mitted and paid under the policy. 
The extent of this experimental prac- 
tice is not known. Much of what 
has been said with respect to the 
preceding experiment would, how- 
ever, be applicable here. 

7. The practice within the company, 
when considering policies for re- 
newal, of being generally more lib- 
eral in such consideration and in 
relation to the history of the policy- 
holder than had been true in the past. 
This practice has been followed by 
the majority of companies in recent 
years. While it does not attempt to 
follow any set rule, as do the pre- 
ceding six forms of experiment, it 
could easily, all things considered, 
be the most beneficial to the policy- 
holders. Its virtue would appear to 
lie in the fact that it is general, rather 
than specific, and hence permits of 


A 
f 


more flexibility should the experi- 
ment prove to be either a success or 
a failure. 

It is not yet possible to evaluate 
these experiments. Accident and 
health insurance is a business of 
delayed experience reactions. Eco- 
nomic swings are vital to its success 
or failure. Many years, and certainly 
a full completion of an economic 
cycle, are required to adequately test 
the result of any new decision, cov- 
erage, or experiment. It is a busi- 
ness which must be written with 
complete regard for sound insurance 
principles. The starting point of 
trouble is only a guess to be proved 
or disproved many years later. 
There are many companies today 
still paying a heavy price for errors 
of judgment (or the effect of com- 
petition resulting from the errors 
of judgment of others) made twenty- 
five years ago. At that time, being 
in the favorable part of the economic 
cycle as we have been in recent years, 
there was a great amount of experi- 
mentation, expansion, and develop- 
ment. When the cycle went on to 
less favorable conditions, many of 
those experiments and developments 
were forced from the scene, some 
perhaps forever, others to reappear 
in modified form. Particularly is 
this true as respects the experiments 
mentioned here since the majority 
of these experiments are being con- 
ducted in the area of hospital or 
medical expense insurance which are 
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relatively new developments in them- 
selves and therefore, in the minds of 
many, still to be looked upon as ex- 
perimental. Certainly they have not 
been tested by a complete revolution 
of the economic cycle. 

Certainly the attempt to experi- 
ment in this area of policy discon- 
tinuance is wholesome. Whether or 
not, or to what degree, these experi- 
ments will be proven to be sound 
only time can tell. Whether serious 
harm will eventually be done, or for 
that matter, has already been done, 
cannot accurately be determined at 
this time. The barometer of insur- 
ance, statistics, will eventually tell 
the story. Then, unfortunately, what- 
ever harm is inherent in these ex- 
periments will already have been 
done. In the interim, however, these 
experiments are noteworthy and im- 
portant. They will be watched with 
interest by everyone in the business. 
Others may very well see fit to en- 
gage in one or the other of these 
experiments. These experiments 
may, conceivably, lead to experiment 
in still different directions. Compe- 
tition may compel others, despite 
their own contrary judgment, to fol- 
low the paths of these experiments. 
One thing would appear certain: if 
these experiments are proven by ex- 
perience to be sound, they will, to 
that extent and in time, receive uni- 
versal adoption in the business. If, 
or to the extent, they are not, they 
will disappear from the scene. 


A. & H. MEETING 


THE 63RD ANNUAL MEETING of 
the Bureau of Accident and Health 
Underwriters held in Colorado 
Springs was climaxed by the adop- 
tion of a code of practices and a 
public relations program. In seven 
articles and four sub-sections, the 
code presents rules of conduct that 
embrace every phase of the business 
from the preparation and marketing 
of policies to claim settlements and 
coverage renewal. Adherence to it 
is obligatory for continuance of 
membership in the Bureau. At the 
closing session of a successful meet- 
ing, Alfred W. Perkins, vice presi- 
dent of Union Mutual Life Insur- 
ance Company, was elected chairman 
of the governing committee of the 
Bureau. 
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ACCIDENT AND HEALTH 
COVERAGE 


A NATIONAL SURVEY of accident 
and health insurance sold on an in- 
dividual or family policy basis, and 
excluding group business, shows an 
overall 16% increase in coverage as 
of the end of 1953, with a total pre- 
mium volume just short of $1 bil- 
lion. The survey, which was con- 
ducted by the Bureau of Accident 
and Health Underwriters, reports 
that 23,892,844 persons were cov- 
ered against the cost of hospital care. 
A total of 20,877,834 persons were 
covered by surgical expense insur- 
ance which registered the year’s big- 
gest gain. This was nearly two mil- 
lion more protected persons than the 
1952 peak. The number of persons 
insured against the expense of gen- 
eral medical treatment increased to 
5,775,°06, an all-time high. Figures 
available on the recently developed 
major medical expense policy indi- 
cate that 169,924 persons have this 
type of coverage. An additional 8,- 
575,065 persons were protected by 
other forms of individual and family 
accident and health policies. The 
survey covered protection sold by 
life and casualty and stock and mu- 
tual companies. 


REPORT ON MAJOR 
MEDICAL 


THe Bureau or Accident and 
Health Underwriters has released to 
its member companies a report on 
one of the newest experiments in 
accident and health coverage, that 
of writing major medical expense in- 
surance on an individual and family 
policy basis. The report. based on 
a study conducted by the major 
medical insurance sub-committee of 
the Bureau under the chairmanship 
of Robert E. Ryan of the Royal- 
Liverpool Insurance Group, reviews 
the present practice of companies 
writing this form of coverage. 

Part one of the report reviews 
the plans of four leading carriers for 
an indication of current trends in the 
writing of major medical expense 
insurance and examines certain of 
their practices and experiences as 
respects benefits, co-insurance pro- 
visions, experience by income group, 
age group, occupational group, and 
size of family. It further examines 
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sales methods used. Shown also are 
the percentage of purchases of de- 
ductible amounts, coverage or non- 
coverage of pre-existing conditions, 
relation of benefits to hospital con- 
finement, and reunderwriting prac- 
tices. An analysis of sales coverage 
as respects the various amounts of 
deductibles and the various maxi- 
mum amount of benefits, concludes 
the first section of the report. 

Sections two and three of the re- 
port present in a combination of 
charts the distribution and coverage 
comparison of the sample policies 
and the current policy coverage, 
benefits, exclusions and require- 
ments of ten writers of major medi- 
cal expense insurance. 


SIMPLIFIED FORM 


HE National Council on Com- 
pensation Insurance has _re- 
leased a new standard provisions 
form of workmen’s compensation 
and employers’ liability policy to 
become effective October 1, 1954. 
This, the first revision of the com- 
monly known “Standard Workmen’s 
Compensation Policy” since its in- 
troduction more than thirty-five 
years ago simplifies and clarifies the 
old policy and adapts it to the many 
changes in coverages and rating con- 
cepts adopted over the years. 
With the new policy, the mere en- 
try of the name of the state in the 
appropriate place on the declarations 


“~ HANDIPAK! 


automatically affords coverage with 
respect to all operations in the state 
which are not specifically excluded 
or otherwise insured. The new form 
includes employers’ liability cover- 
age for the insured’s liability for 
bodily injury by “disease,” a broad- 
ening in the “occupational disease” 
coverage afforded by endorsement 
to the present policy form. The 
employers’ liability coverage in con- 
junction with the workmen’s com- 
pensation coverage gives the insured 
virtually complete protection with 
respect to work injury claims. 


CATASTROPHIC DEATHS 


THE METROPOLITAN LIFE Insur- 
ance Company reports that slightly 
over five hundred deaths were suf- 
fered in catastrophic accidents (those 
killing five persons or more) in the 
first six months of 1954. This is an 
encouraging low figure being less 
than the figure for the comparable 
six months of 1952 and fewer than 
for most of the like periods in the 
last fifteen years. The compi'ation 
shows the greatest decreases oc- 
curred in catastrophic deaths suf- 
fered in civilian aviation and from 
tornadoes. The figure for civil avia- 
tion is twenty-one fatalities for this 
year compared to one hundred and 
seventy-two last vear. Major torna- 
does took only ten lives this vear 
compared to over four hundred last 
year. 
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Loss Conti? 


SAFETY IN INDUSTRY © IN TRANSPORTATION © IN THE HOME 


THE COST OF CARELESSNESS 


UR nation has grown from 

a handful of colonists cling- 

ing to the shoreline, to 
one hundred sixty million persons 
stretching to the Pacific. Our com- 
merce flows to every corner of the 
land and we maintain instant com- 
munication with the world. Our 
wealth, power and prestige have in- 
creased to proportions unforeseen, 
even in their wildest dreams, by our 
ancestors. Yet it seems some of the 
very qualities which created this 
wealth and power have begun to 
ebb. Daring has slipped into care- 
lessness. Our very wealth has cre- 
ated a sort of dulled indifference to 
what we possess. The spirit of the 
community—of a man’s concern for 
his neighbor’s welfare because he 
knew it was bound up with his own 
—has dimmed in all too many of us. 
We lose or destroy in a day-— 
scarcely 


with 


a flicker of recognition— 
human and physical resources which 


our forefathers sometimes 
for a generation to create. 

What if I were to announce that 
last year, 1953, Communist sabo- 
teurs were responsible for the death 
of some 95,000 Americans, injury to 
9,600,000 others and a total eco- 
nomic loss to this country of $9,- 
700,000,000? ‘The very next morn- 
ing my name and this statement 
would be on page one of every 
newspaper in the country. There 
would be not one but several Con- 
gressional committees on the trail 
of this national catastrophe. Edi- 
torialists, commentators, civic groups 
would be clamoring for action. 
Every enforcement agency of the 
government would be on a twenty- 
four hour basis to put an end to the 
menace, and I do not doubt but that 
they would succeed. 

The tragedy is that when I an- 
nounce that in 1953 we did lose 
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labored 


95,000 lives; we did suffer injury 
to befall 9,600,000 other persons; 
we did permit $9,700,000,000 of our 
national wealth to go down the drain, 
not through enemy sabotage but 
through our own sheer indifference 
and carelessness, nothing happens 
There is no great public outcry, no 
urgent demand that something be 
done, no forceful action taken. 

Yet this loss and destruction, self- 
sabotage if it may be so called, 
not any the less catastrophic to this 
nation than if enemy agents had 
penetrated the vitals of our national 
economy and put the bomb to it. 


The Cost 


did we 
accidents 


What 
through 
sabotage ? 


lose last year 
our own self- 
Let me translate the cost 
figures alone. In terms of 
tional defense, we lost the equiv- 
alent of more than one hundred 
fully equipped infantry divisions, or 


na- 


J. DEWEY DORSETT 
General Manager of the Association 
of Casualty and Surety Companies 


thirty-three armored divisions. Yet 
at present we have only eighteen 
active divisions of all types. We lost 
more than the equivalent of one hun 
dred aircraft carriers of the 45,000 
ton Midway class, the largest in 
commission today. In terms of air 
power, it has cost us two thousand 
seven hundred B-36 heavy bombers, 
the intercontinental giants we have 
developed to carry atomic destruc 
tion to the heart of the enemy if 
battle should be forced on us. We 
have lost far over the cost of equip- 
ping our entire Strategic Air 
mand, including all aircraft 
bases. 

Or to use this figure, $9,700,000, 
000, in terms of what it could have 
provided us and our families at 
home. A four lane highway, for ex- 
ample, stretching some 36,400 miles 
or roughly fourteen and a half times 
the distance between Portland, 
Maine, and Portland, Oregon. With 
this money could have built 
nearly thirteen hundred hospitals, 
each equipped with five hundred 
beds. It would this 
country seventy-five hundred 
new for 7,500,000 young 
sters. For the money we squandered 
through accidents, each of eight hun 
dred thousand Americans could have 
bought himself a new, three bed- 
room, $12,000 home. 

Yet, when we hear these figures 
of accident losses to the United 
States there is scarcely a ripple of 
interest. Does it mean nothing to us 
that our accidental death rate, ac- 
cording to recent statistics, is the 
highest of thirty-one countries, some 
of them as heavily industrialized as 
ours? I suggest that there is some 
thing wrong with our values, our 
comprehension, perhaps the signif- 
icance we place on things. 


Com 
and 


we 


have given 
some 
schools 


Or is it 
(Continued on the next page} 
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Cost of Carelessness—Continued 


simply that we and the safety experts 
haven’t yet found the way of telling 
our story in a way people will react 
to and do something about. 

I have been 
might have 
could have had for this money we 
blew. But that’s only half the story. 
This $9,700,000,000 isn’t a slice of 
fiscal pie-in-the-sky—a bookkeeper’s 
pipe dream of the odds on the third 
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race at Scarborough Downs. It had 
to come from somewhere and, since 
it did, somebody had to pay for it. 
It did come from somewhere—from 
our own pocketbooks ; and somebody 
did pay for it—all of us in these 
United States. It cost every man, 
woman and child in this country 
over $60 each to pay for last year’s 
accidents. It came out of the prices 
for the goods they bought, the insur- 
ance they paid, medicines, hospital 
bills, wages. 
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Airkem SOS solved these 
odor problems for others ... 


It can do the same for You. 


Repairing odor damage—quickly, safely, 
permanently—calls for the services of 
specialists. 
Airkem SOS Laboratory 
sonnel have served the insurance indus- 


For close to seven years 


and field per- 


try well—by specializing in but one 
thing: the scientific removal of odors. 


When you and your assured are faced 


with any of the problems listed above, 
call in your local Airkem SOS repre- 


aati Dvir Service 
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sentative for the right answers—answers 
verified by one of the world’s largest 
laboratories devoted exclusively to the 
study of odors and the development of 
odor counteractants. 

For full information, phone your local 
Airkem representative now (he’s listed 
in your phone book) or write direct to 
Airkem, Inc., 241 East 44th Street, 
New York 17, New York. 


AIRKEM, INC. 

241 EAST 44TH STREET 
NEW YORK 17, N. Y. 
MURRAY HILL 7-1500 





If I seem to be belaboring the eco- 
nomic cost of accidents with what 
might seem to be a callous disregard 
of the human cost, let me simply 
state that no words of mine can con- 
vey the enormity of the personal 
tragedies enacted each day in the 
homes of America—the death that 
is taking place every six minutes, 
or the injury every three seconds. 
There is enough that could be said 
on the waste of American lives to 
fill volumes but those figures speak 
with solemn eloquence for them- 
selves, and I want to confine my 
statements to a few pertinent points 
that too often are overlooked. 

For the American businessman, 
the direct and immediate loss from 
accidents turns up in production 
costs. An American executive re- 
cently described the workings of this 
country’s free enterprise system for 
the benefit of an international busi- 
ness and labor conference. Instead 
of deciding how much a product 
costs and then putting a price on it, 
American industry, he said, has 
grown by deciding on a price at 
which a large volume of output can 
be sold and then cutting costs so 
that it can make a profit. In other 
words, profits are made by the high- 
est turnover at the lowest possible 
cost per item. 


Average Profit Margin 


Let us look at some of the margins 
of profit for certain American in- 
dustries. As compiled this Spring 
by the National City Bank of New 
York, a study of 1,781 manufactur- 
ing companies with a total profit in 
sales of $8,800,000,000 during 1953 
showed an average profit margin of 
5.3 cents per dollar of sales. For 
silk and rayon textiles, the profit 
margin is 5.4 cents; for carpets, 
4.1 cents; for woolens, minus 3.8 
cents. Going to shoes and leather, 
the profit margin per sales dollar 
is 3.2 cents; for paper and allied 
products, 7.1 cents; for machinery, 
4.8 cents; electrical equipment, 4.3 
cents ; hardware and tools, 4.5 cents. 
In all but one or two cases, the 
margins of profit in these industries 
are lower than the national average. 
Thus anything even slightly affecting 
the unit cost of their products will 
have preceptible bearing on how 
they stack up against the national 
average. 

(Continued on page 51) 
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monthly fire 
losses 


STIMATED fire losses in the 

United States during August 
amounted to $78,163,000, according 
to the National Board of Fire Un- 
derwriters. This is a decrease of 
27.4% from losses of $107,713,000 
reported for August, 1953, and an 
increase of 12.4% over losses of 
$69,532,000 for July, 1954. The 
August 1953 total includes the losses 
at the General Motors’ Livonia, 
Michigan plant. 

Losses for the first eight months 
of 1954 total $603,685,000, a de- 
crease of 1.8% from the first eight 
months of 1953, when they amounted 
to $614,732,000. 

These estimated losses include an 
allowance for uninsured and unre- 
ported losses. 

1952 
$58,949,000 
63,958,000 


65,129,000 
74,127,000 


1953 
76,659,000 
72,706,000 
83,471,000 
67,362,000 
64,239,000 
67,644,000 
74,938,000 

107,713,000 


1953 
$68,613,000 
68,551,000 
68,064,000 
83,440,000 


1954 
86,493,000 
78,928,000 
84,821,000 
77,933,000 
62,282,000 
65,533,000 
69,532,000 
78,163,000 


$876,895,000 $892,353,000 
motor vehicle 
deaths 


1953 

2,960 

2,510 

2,780 

2,850 

3,050 

3,100 

3,250 

20,500 

3,700 

3,250 

3,650 

3,280 

3,920 

*37,794 38,300 

* 1952 figures from National Office of 

Vital Statistics. Other figures are Na- 
tional Safety Council estimates. 


accidental 
deaths 


Seven Months 
1954 1953 
50,900 53,400 
19,450 20,500 
9,100 9,400 


September .. 
October ‘ 
November .. 
December ... 


January 
February ... 





Totals .... 


1954 
January 
F ebruary 


Seven months .. 
August 
September 
October 
November 
December 


ALL; TY PEo.. 
Motor Vehicle.. 
Other Public ... 
Home 16,100 16,700 

Work 8,100 8,700 

* The total for all types does not equal the sum 
of the four succeeding totals because deaths from 
occupational-motor-vehicle accidents are included 
in the figures under both headings. 
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Depends upon what he’s trying to catch. 


The right approach is just as important when you're trying to 
sell Earnings Insurance. And, without boasting, we can 
honestly say that our new Visual Sales Aid has proven to be 
a most attractive lure to scores of prospects. 


A live line is the one to watch. If you've had difficulty “reeling in” 
Earnings Insurance prospects perhaps our new Visual Sales Aid 
is what you need. Use the coupon for more information. 


Production and Market Research Department 
Royal-Liverpool Insurance Group 
150 William Street, New York 38, N. Y. 


I want to know more about the new, non-technical approach 
to selling Earnings Insurance. 


Ni 
Address 





OYAL: LIVERPCOL 
C ,Growrance Group , “ 


CASUALTY ®* FIRE * MARINE* SURETY 
150 WILLIAM ST., NEW YORK 38, N. Y. 


ROYAL INSURANCE COMPANY, LTD. © THE LIVERPOOL & LONDON & GLOBE INSURANCE COMPANY LTD. © ROYAL INDEMNITY COMPANY 
GLOBE INDEMNITY COMPANY © QUEEN INSURANCE COMPANY OF AMERICA * NEWARK INSURANCE COMPANY © STAR INSURANCE 
COMPANY OF AMERICA © AMERICAN AND FOREIGN INSURANCE COMPANY © THE BRITISH & FOREIGN MARINE INSURANCE 
COMPANY LTD. © THAMES & MERSEY MARINE INSURANCE COMPANY, LTD. © VIRGINIA FIRE & MARINE INSURANCE COMPANY 





No servicing headaches. 
It’s that simple! 

No specialized 

technical knowledge 
needed. You devote your 


time to the productive, wes ‘ : i - S l ; e IF YOU CAN READ THIS, 


profitable steps of making 


wiles We do the vot. Ei § YOU CAN SELL 


We take all the follow-up 


work off your hands he Did _ TRUCK-BUS INSURANCE 


To help you clinch 


a 


the closings, we offer your 
prospects 24-hour engineering & 
service, safety meetings, research 
programs, award systems, day and 
night claims service, mechanical 
inspections, highway driver-checks, 
and traffic-hazard reports. 

What else? Lower accident rates 
than the national average. 


And lower premiums. 


Who offers you all this? Markel. 
Largest company of its kind 

in the world, and specialists in the 
business for over a quarter of a 
century, Markel offers you a 

proved plan to profits in a truck-bus 
insurance field. Get the facts. 

Mail the coupon for complete details. 


Do it today. 


Look for this 
symbol of safety 
on America’s 
trucks & buses 


eoeeeweeweeeeeerse8ee8e tee e @ 
7 


MARKEL SERVICE, INC., 
Richmond, Va., Dept. B-10 


Gentlemen: Yes, I am interested in selling 
this kind of coverage. Without obligation, 
send me at once all the details on Markel 
Service and the 10-Point Plan to Profits. 


MARKEL SERVICE INC. 
HOME OFFICE: Richmond, Va. 
“Eliminates The Cause To Eliminate The Accident” 
Exclusive Underwriters for the 
American Fidelity & Casualty Company, Inc. 
The largest stock company in the world 
specializing in motor carrier coverages, 


Name 


Address. 
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WARNING! 


THAT TICKET the traffic policeman 
gives you is more than a notice that 
you've been caught in a traffic viola- 
tion. It’s a warning of an accident 
coming up! So said Edward R. 
Klamm, safety director of Allstate 
Insurance Company, today in an- 
nouncing the results of a_ study 
made at Iowa State College of acci- 
dent characteristics of the driving 
population. 

The study shows a close correla- 
tion between traffic violations and 
accidents. The more violations a 
driver has charged against him, the 
more likely he is to be involved in 
an accident. 


DANGEROUS WIRING 


THE DANGER OF FIRE being caused 
by overloaded electrical circuits is 
an ever-increasing threat to millions 
of American homes and businesses. 
In at least twenty million homes and 
an untold number of hotels, offices, 
stores and factories built before 
many of today’s modern electrical 
appliances and machines came into 
use, the wiring is not equipped to 
carry the heavy loads put on it. 
Visible results range from blown 
fuses to dim lights and appliances 


which do not properly function. 
National Adequate Wiring Bureau 


TOOTHLESS THIEF? 


AN AGENT (and for understandable 
reasons, we omit his name) suffered 
the loss of a suit coat plus his false 
teeth. 

After eating lunch in a cafe, the 
Texan put his teeth in his pocket, 
planning to clean them later. The 
day was warm so he removed his 
coat and placed it on the counter. 
When he started to leave an hour 
later after a lengthy confab with 
friends, the coat was gone and so 


For October, 1954 


were the teeth. At first, he thought 
it was a practical joke someone was 
playing. But after waiting several 
toothless days, he realized that it 
was no joke—the coat and the teeth 
had obviously been stolen. 

His claim under a personal prop- 
erty floater amounted to $178.50, 
and he summed up his letter to our 
company with ‘the terse statement, 
“This is a *?&!’ of a way to lose 
your teeth!” 


Craven & Dargen’s ‘“‘Review” 








THEY WENT TOO FAR 


Two BURGLARS in a North Jersey 
town were nothing if not thorough. 
After ransacking a home of every- 
thing movable, including the vic- 
tim’s bankbook, the pair went to his 
bank and attempted to withdraw 
$700. That’s when they went one 
step too far. An alert teller spotted 
the thieves, called the police and had 
them arrested. 


“American Arrow,’ American Casualty Co. 








LIFE SALE, FIDELITY LOSS 


THERE 


WAS NO DOUBT ABOUT IT: 
Chips was sold on the value of life 
insurance. In fact, he was so well 
sold that when the premium fell due 
and he hadn’t the cash to pay it, he 
borrowed the money from the bank. 
Of course, the bank (which, inci- 
dentally, was his employer) didn’t 
know about the unauthorized loan, 
but Chips reasoned that with a bit 
of luck at cards, he’d soon win the 
necessary cash. Poor Chips, though, 
wasn’t very keen at the poker table. 
Card sharps got to know him as a 
prize sucker, and the longer he 
played, the larger became his loan. 
It wasn’t until the loan reached the 
$27,000 mark that bank executives 
uncovered it, and Chips was left to 
meet his insurance premiums from 

his prison pay. 
“The Marylander” Maryland Casualty Co. 


BUILT-IN SOUND EFFECT 


A NEW 
with 


DEVICE to confuse thieves 
sensitive fingers was an- 
nounced recently as the latest de- 
velopment in the continuing com- 
petition between 
lockmakers. 


criminals and 
It’s a built-in “sound 
effect,” part of a stainless steel com- 
bination padlock just introduced by 
Master Lock Company, Milwaukee. 

One of the common tricks of an 
experienced criminal is trying to 
pick combinations by “ 
“feeling” tumbler clicks. Instead of 
clicks, a deceptive sound issues from 
this new padlock’s internal mecha- 
nism when the combination dial is 
turned, frustrating the “feeler” sys- 
tem of lockpicking. 


hearing” or 


DESERVES THE "BOOK" 


A DRIVER of a produce truck running 
between Philadelphia and middle 
Atlantic states involved in a 
fatal accident. Driving at a fast 
speed he crossed over the center of 
road and struck a fire engine coming 
in the opposite direction. The engine 
was returning from a brush fire 
traveling about 25 M. P. H. Two 
firemen were killed. Investigation 
of the accident and the producer 
driver's record disclosed the follow- 


ing: 


was 


1. Obtained drivers’ licenses under 
three aliases. 
Discharged from Army with a 
bad conduct record. 
Arrested on automobile theft. 
Arrested on conviction of “Till 
Tapping.” 
Convicted of driving without a 
license. 
driver’s 
which he had stolen. 
Various convictions for violation 
of Motor Vehicle Laws. 
Failure to comply with I. C. C. 
regulations. 
Safety News Royal-Liverpool Group 


Using another license 
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MOTOR CARRIER LIABILITY 


LEADING RAILROADS and the five 
railroad brotherhoods 
tioned Interstate Commerce Com- 
mission to increase the insurance 
required of motor carriers trans- 
porting explosives, inflammables and 
other inherently dangerous com- 
modities. The I.C.C. last year de- 
clined to order a general raise in the 
minimum requirements of insurance 
for the motor carriers. At present 
they are required to carry $10/20/- 
5,000 insurance which the petitioners 
would increase to $100/500/500,000 
in cases where dangerous loads were 
being carried. 

The drive is characterized by 
Lewis C. Markel, president of 
Markel Service, Inc., as a continua- 
tion of the railroads’ attempts to 
stifle highway transport competition. 


have peti- 


TRAFFIC GRANTS 


THIRTY-THREE POLICE officers 
from twenty states and Canada have 
been named winners of fellowships 
and scholarships from the Kemper 
Foundation for Traffic Safety for 
study at the Northwestern 
versity Traffic Institute. 

The Kemper Foundation, which is 
sponsored by Lumbermens Mutual 
Casualty Company and American 
Motorists Insurance Company, 
awarded sixteen fellowships of $1,- 
650 each and seventeen scholarships 
of $500 each to men from municipal 
police departments and from state 
and highway patrol organizations. 
The winners will attend the traffic 
police administration course at the 
traffic institute in Evanston, Ill. from 
Sept. 23, 1954 through June 13, 
1955. The two-semester course in 
police traffic supervision—the only 
training of its kind offered anywhere 
—is designed especially for execu- 
tive and administrative personnel of 
police departments. 

It includes more than 1,200 hours 
of classroom study, work projects, 
demonstrations and field study trips. 
Objectives are to provide an under- 
standing of all phases of modern 
traffic control, develop the ability to 
plan and execute an effective police 
traffic control program, develop the 
ability to conduct traffic police train- 
ing courses and to encourage interest 
in traffic policing as a career. 


Uni- 
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ROAD SANDER 


NEW automobile safety device 
... every motorist a weapon 
against skidding on icy roads—the 
same type of skid-control used by 
commercial trucks and buses for 
years. A road sander called the 
Grip-King deposits a layer of sharp, 
processed grit in the paths of rear 
wheels for instant traction and to 
prevent skidding. 

The new safety appliance is oper- 
ated by a convenient switch on the 
steering post. Valves concealed 
within the luggage compartment con- 
trol a flow of grit to the rear wheels. 
For split-second traction to start, 
stop and control skidding, a driver 
flips the switch, the valves open, and 
the abrasive traction material is 
discharged in front of the rear 
wheels. Adequate grit supply can 
be easily maintained—an indicator 
light on dashboard signals the driver 
before replacement is needed. 

The switch and luggage compart- 
ment units are easily installed, and 
extra bags of grit may be kept in 
the trunk. Charge tubes are hidden 
by the fenders. 


TRAFFIC SAFETY 


THE GREAT AMERICAN DRIVER 
managed to kill fewer of his fellow 
men over the Labor-Day weekend 
than had been anticipated by the ex- 
perts. The traffic toll was 360, the 
smallest in six years and thirty less 


than the 390 traffic deaths which had 








ALIA aU SLAYAL OF 
SOUTHERN CALIFORNIA 


SAN BERNARDINO, 456 ‘D’ ST. PH. 78 
RIVERSIDE, MISSION INN, PH. 1-2675 
LOS ANGELES, 548 SO. SPRING, PH. Mi. 1444 








been predicted by the National 
Safety Council. No reasons have 
been advanced for the relatively bet- 
ter showing but it may be that the 
constantly reiterated safety messages 
finally had some effect. 

Figures from the twenty-four 
Northeastern and Southern states 
participating in the 1954 summer- 
time highway safety campaign “Slow 
Down and Live,” showed an over- 
all reduction of 6.4% in traffic 
deaths for the month of July this 
year as compared with the same 
month last year. Highway deaths in 
the region, which includes every 
state from Maine to Texas, totaled 
1,288 this July. Last year’s figure 
was 1,376 for the month. The 
eleven Northeastern states taking 
part in the safety move reported an 
over-all drop of 10.2% below the 
1953 July level while the thirteen 
Southern states reported a drop of 
4%. 

The insurance industry, together 
with the automotive, tire and oil in- 
terests, are planning a concentrated 
traffic safety campaign with Decem- 
ber 15 as the climactic “safe driving 
day.’”’ Supervised by the President’s 
action committee for highway safety, 
with M. H. Curtice, president of 
General Motors, at its head, the 
campaign will extend throughout all 
communities with “Safe Driving 
Day” proclaimed by the Governors 
of all states. It is hoped that De- 
cember 15 will be free of accidents 
as an example of what can be done. 


SLOW DOWN.AND LIVE 


THE SUCCESS OF THE 1954 sum- 
mertime highway safety campaign, 
“Slow Down and Live,” is hailed 
by Thomas N. Boate, accident pre- 
vention department manager of the 
Association of Casualty and Surety 
Companies, as “continuing proof 
that accidents can be reduced if only 
everyone will try.” Mr. Boate noted 
an 11.5% cut in highway deaths, 
from 1,762 to 1,560, in the partici- 
pating states during the period from 
Memorial Day through the Fourth 
the same period last year. 

Mr. Boate warned that it is im- 
perative that efforts be made by the 
driving public as well as by the 
officials connected with “Slow Down 
and Live” to maintain the success 
of the program. 
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World's largest die- 
sel-powered crane, 
250-ton capacity. 
This is ON - 
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Lightening the load of heavy 
materials-handling problems 


For 75 years, the Industrial Brownhoist Corpo- 
ration of Bay City, Michigan, has lightened the 
load for thousands of companies. Its cranes, coal 
and ore bridges, boat unloaders . .. equipped with 
magnets, hooks and buckets... have proved 
rugged and dependable under continuous, heavy- 
duty operation. 

As a result of its pioneer improvements in prod- 
uct design, construction, and performance, the 
Industrial Brownhoist Corporation has shown 


Over ten thousand agents . . 


continual growth and development. 

U.S. F. & G. is proud of the part it has played 
over the past 20 years in this company’s expansion 
... the part of supplying the bonding and insur- 
ance coverages essential to the success of business 
operation. 

Whether you handle materials, produce or pro- 
cess them; own a business or home; no matter 
what you do or where you are, there are U.S.F.&G. 
coverages to meet your individual needs. 


. there’s one in your community. 


Consult him as you would your doctor or lawyer. 


\.S.F.&G. 


United States Fidelity & Guaranty Company, Baltimore 3, Md. 
Fidelity Insurance Company of Canada, Toronto 


CASUALTY-FIRE 
INSURANCE 


FIDELITY-SURETY 
BONDS 
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NEW BARRIER CREAM 
SIXTY PER CENT of all occupa- 
tional diseases reported in American 
industry are due to an acquired skin 
disorder. 


“Kerodex,”’ a medically-tested 
hand cream that provides maximum 
protection against many skin haz- 
ards, is now available. The barrier 
cream was introduced at the annual 
convention of the Greater New York 
Safety Council as “a vital safety 
measure long needed in industries 
where contact dermatitis threatens 
the health and income of working 
men and women.” Ayerst Labora- 
tories, New York ethical pharma- 
ceutical firm, is releasing the new 
and improved formulation of the 
cream. 

The barrier cream is said to pro- 
tect against contact dermatitis due 
to primary irritants as 
against sensitizing agents. 

In addition to protecting the skin 
against initial contact, it is also a 
valuable aid in preventing recur- 
rence of a dermatitis. The cream 
provides a protective coating which 
is invisible yet strong and as elastic 
as the skin itself, 


well as 


Since irritants are water-soluble 
or insoluble, two types of creams 
have been formulated to provide 
optimum protection against these 
hazards. One gives protection 
against so-called wet work; others 


give similar protection against so- 
called dry work. To meet changing 


industrial conditions, Ayerst has 
now made available, among a num- 
ber of other creams, one to protect 
against the irritating action of light 
rays, either natural or artificial 
(ultra-violet, infra-red and other ac- 
tinic rays) and against the photo- 
sensitizing action of tar, pitch and 
asphalt fumes. 
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EXTINGUISHER 


TWO-QUART capacity stored air 
pede vaporizing liquid fire 
extinguisher of modern design has 
recently been introduced by Pyrene 
Manufacturing Company of New- 
ark, New Jersey. | 

This latest addition to the Pyrene 
line has a new combination carrying 
handle and squeeze-type operating 
valve that is center balanced for easy 
manipulation. Permits conservation 
of liquid and fast maneuvering 
about fire; one hand holds the ex- 
tinguisher and starts or stops the 
discharge leaving the other free to 
direct the thirty-foot hose stream 
that is effective on Class C (elec- 
trical) and Class B (flammable 
liquid) fires. It may be recharged 
at once by refilling with Pyrene 
liquid and pressurizing from a fac- 
tory, garage or gasoline station air 
hose. 

An outer chamber that holds 
Pyrene liquid is constructed of 
sturdy light weight stainless steel. 
An inner chamber holds air under 
pressure. Fully approved by Under- 
writers’ Laboratories and Factory 
Mutuals. 


FLOOR POLISH 


LEGSURE, newest product of the 
Walter G. Legge Company, is de- 
scribed as a “no buff, no scuff” 
safety floor polish. Recommended 
for all types of resilient floors, the 
polish dries to a long-lasting lustre 
without buffing. It resists scuffing 
even under the daily punishment of 
shifted furniture, high heels and 
heavy workmen’s shoes. Legsure is 
dirt and water repellent and is listed 
by Underwriters’ Laboratories as 
slip-resistant. 





LOW COST SALVAGE 
SERVICE 


Get our estimate before you settle. 
No damage is hopeless. 
ALL CLOTHING TAPESTRIES 
RUGS, CARPETS FURNITURE FABRICS 


LINENS CERAMICS 
LACES IVORIES 


REWOVEN, RESTORED, REPAIRED 


Recommended by Nat'l Museums, Press Fire 
Cos., and Adjusters everywhere. 


LA MERS STUDIO 
142 East 34th St., New York City 





STORAGE CABINET 


DESIGNED IN ACCORDANCE with 
the specifications as outlined by the 
National Board of Underwriters, 
and the National Fire Protection 
Association, a special cabinet is now 
available safe over-night or 
week-end storage within the plant 
for flammable liquid production and 
supply cans. When quantities of 
flammables are small, it may elimi- 
nate the necessity of building the 
standard flammable liquid storage 
room with fire resistive walls, raised 
door sill and fire door. 

The cabinet provides storage for 
forty-five gallons and is of steel 
construction throughout with sturdy 
riveted and spot welded double walls 
of 18 gauge terne plate and an air 
space of 14%” between all walls. It 
has three steel shelves and a double 
door which provides convenient un- 
obstructed access to every can. The 
doors are equipped with a spark- 
proof three-point lock with key and 
all closure contact points are non- 
sparking. The door sill is raised 2” 
above the bottom of the cabinet and 
is liquid tight to this point. The 
words “Flammable. Keep _ Fire 
Away” are stenciled in large letters 
on the doors. 


for 


Provision has been made for vapor 
venting when this is desired. Two 
vent openings of 2” standard pipe 
size are located near the top of one 
outside wall and close to the bottom 
of the opposite outer wall. These 
vent openings are equipped with 
screw caps and fire screens, and each 
cabinet contains a line drawing with 
instructions for providing outer ex- 
haust connections. 

Overall dimensions are 43” wide 
x 65” high x 18” deep. Net weight 
is 380 lbs. Finish is machine grey. 
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Cost of Carelessness—from page 44 


In terms of these margins, our 
95,000 dead, the 9,600,000 injured, 
the loss of $9,700,000,000 represent 
very tangible items of added expense 
to business. To put it another way, 
they represent very tangible losses 
in profits. They show up in reduced 
purchasing power; in trained per- 
sonnel put out of operation tem- 
porarily or permanently; in higher 
insurance rates and compensation ; 
repair or replacement of equipment ; 
damaged goods, slower production, 
overtime, delayed delivery schedules. 
They affect the businessman whether 
the accident happened in his factory 
or on the road; in the home or even 
in another factory or state. 

If we break down this $9,700,- 
000,000 as the 
during 1953, it goes as follows; 
Wage losses totaled $3,300,000,- 
000,—representing temporary ina- 
bility to work; lower wages after 
returning to work due to permanent 
impairment ; future earnings of those 
incapable of working again and so 
on. In large degree this meant lower 
purchasing power for the business- 
man. It meant also the cost of re- 
placing these wage earners, fre- 
quently with men less experienced 
who cost time and money to train. 

Medical and hospital expenses 
came to another $700,000. Insurance 
overhead costs, which did not in- 
clude claims paid, came to $1,700,- 
000,000. Property damage in motor 
vehicle accidents and loss in fire 
added another $2,465,000,000 to the 
total. The so-called “indirect” costs 
of work accidents come to another 
$1,500,000,000. I shall return later 


to these ‘“‘indirect’’ costs. 


These losses came about in a 
variety of ways. Motor vehicle ac- 
cidents led the disaster march with 
38,300 dead and some 1,350,000 in- 
jured. The price for this alone came 
to $4,300,000,000. Second on the 
list were home accidents with 29,000 
dead and approximately 4,350,000 
disabling injuries. The cost came to 
$750,000,000. Public accidents of 
the non-motor-vehicle type caused 
16,000 deaths and some 2,000,000 
injuries. The cost here also 
about $700,000,000. Finally, acci- 
dents at work produced 15,000 dead 
and another 2,000,000 injured. The 
price for this—approximately $3,- 


150,000,000. 
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with average tastes, yet each has pride in 
his particular property, the replacement of 
which might be difficult if not impossible. 
Our new Personal Articles Floater has been 
designed for just such a family, for it can 
be tailored to the specific requirements of 
each risk. You are creating satisfied cus- 
tomers for your agency when you tell your 
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OLD COLONY INSURANCE COMPANY‘ 


These are the totals but they still 
do not count the full toll to business. 
Let us take the final figure, $3,150,- 
000,000 for losses through work ac- 
cidents. Included in this staggering 
sum are those “indirect” costs men- 
tioned earlier—indirect that is to 
everybody but the businessman be- 
they include idle or damaged 
machinery or material, interrupted 
production schedules, higher inven- 
tories due to delays in shipment. 


cause 


Let's go further into this matter of 
losses to business through accidents. 
In 1953, the lost through ac- 
cidents on the job amounted to 250,- 
000,000 man days. Strangely enough, 


time 


the time lost by the injured workers 
themselves only amounted to slightly 
more than one fifth of all the 
days lost. But time lost by other 
workers as a result of these accidents 
came to a total of 205,000,000 man 


(Continued on the next page} 
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days. Incredible, but nevertheless 
true. It involved slow downs due 
to temporary reduction in efficiency 
of persons who were witnesses to a 
serious accident ; suspension of work 
due to damaged equipment ; time re- 
quired to replace damaged products, 
machinery and structures. Think of 
the upsets to production when a 
serious accident occurs. How quickly 


thereafter is work resumed at the 
normal pace? Not only are dollars 
lost but time as well, which in busi- 
ness amounts to the same thing. 
These effects are readily under- 
stood. But what does it mean to 
businessmen, if the accident occurred 
elsewhere—on the road, at home, in 
a public place? The worker lost in 
an accident miles away from the 
factory is as much a loss to business 
as if it had happened at the work 
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bench. There were 15,000 working 
fatalities in the past year but the 
number of workers killed outside 
the factory amounted to 32,000, over 
double the number killed on the job. 
This adds up to a staggering 47,000 
workers killed on and off the job. 
The same percentage figures in the 
total injuries suffered—2,500,000 in 
off-the-job accidents or half a million 
more than occurred at work. The 
total number of workers suffering 
disabling injuries on and off the job 
was 4,500,000. These people had to 
be replaced, permanently or tem- 
porarily, by less skilled workers or 
machinery would lie idle; overtime 
frequently had to be paid to make 
up for delayed schedules; there 
might have been spoilage due to in- 
experienced personnel. And even if 
the by-products of a factory accident 
are missing—damaged machinery 
and the like—this is balanced by the 
great number of workers absent be- 
cause of injuries suffered elsewhere. 
What a staggering waste and loss to 
the national economy. Who can say 
that he isn’t, in one way or another, 
paying for this? 

None of these accidents are in 
the realm of imponderables. There 
are events in the span of human life 
which few can foresee and fewer 
forestall—hazards of God and na- 
ture—tornadoes, hurricanes, earth- 
quakes, floods. But these hazards 
lie within man’s hand and wit to 
control—the car hurtling down the 
road at 70 mph, the grease-caked 
floor, the unguarded lever, the de- 
fective tool or light switch. They are 
the products of carelessness, the tell- 
tale signposts to future accident and 
loss. But because they are caused by 
man they can be controlled by man. 


A Never Ending Battle 


It has been done. For example, in 
textiles, a comparison in the rate of 
injuries between the years 1941 and 
1952 shows a 37.5% decrease; in 
electrical equipment, a 41.7% de- 
crease; in leather, 22.6%; in ma- 
chinery, 20.6% ; in pulp and paper, 
42.3% ; in wood products, 27.4%. 
There already has been reduction in 
accident frequency rates but it still is 
not enough—not enough by far. The 
battle against accidents is never 
ending, if only for the reason that 
we are dealing with a dynamic, con- 
tinually changing picture. Every 
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succeeding year sees new products 
released, more cars on the road, new 
homes built, young people ready to 
take their places in business and in- 
dustry. We are in a constant race 
with time and progress. If we stand 
still we fall back. If we maintain our 
present progress we merely stand 
still. So we must go forward, on an 
ever broadening scale or last year’s 
$9,700,000,000 may look small by 
comparison ten years from now. 

There are many instances where 
manufacturers have cut costs and 
increased production through a few 
simple accident prevention steps. 
There is the case of a New England 
machine shop accessory company 
manufacturing dies, jigs and fix- 
tures. It had some two hundred em- 
ployees, highly skilled and highly 
paid, and was operating at a fair 
rate of profit. Due to the nature of 
the product, moreover, there were 
frequent numbers of rush orders, 
usually with a substantial bonus for 
prompt delivery. 

This company was, of course, in- 
sured for its type of operation and 
paid an annual premium of $19,000. 
But when the insurance engineer 
paid his first call on the company he 
found no safety program. There 
was a continuing rate of accidents 
which generally discounted the bo- 
nuses which could be earned on rush 
orders. The losses on _ bonuses, 
moreover, were paralleled by losses 
of skilled personnel, broken tools 
and spoiled materials as well as a 
naturally higher insurance premium. 

The insurance engineer received 
permission to set up a full accident 
prevention program—plant inspec- 
tion, accident investigation, a safety 
committee and so on. In going over 
past injuries, the engineer found that 
they fell into two types—foreign 
particles getting into the workers’ 
eyes, and toes injured from falling 
objects. These accidents, inciden- 
tally, had been responsible for the 
loss of most bonuses. Steps im- 
mediately were taken to provide gog- 
gles and to insist on their being worn 
in all hazardous exposures. Oppor- 
tunity also was provided for workers 
to buy hard toed shoes. 

In three years of full management 
cooperation with this program, the 
insurance premium dropped below 
$15,000. An additional $3,200 was 
realized on bonuses and savings in 
improved production were estimated 
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at several thousand more. The cost 
of goggles, setting up a safety shoe 
sales room and a few machine guards 
amounted to $5,300 for the three 
years. In that same period, the com- 
pany estimated that it had earned 
roughly a profit of $20,000, more 
than the annual insurance premium 
they had previously paid. 

In another case, a manufacturer 
of wood products one day realized 
that accidents were costing him $37,- 


352 a year. Again, a_ soundly 
planned and well directed accident 
prevention program produced an an- 
nual saving of $52,297. A manu- 
facturing firm by eliminating the 
hazards of a punch press operation, 
upped production 300% from eight 
units per minute to twenty-five. 
Accidents are as much bad busi- 
ness for insurance companies as they 
are for their insureds. Consider in- 
(Continued on the next page} 
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Cost of Carelessness—Continued 


surance as a marketable product. 
When the cost of that product, in 
this case payment of claims, goes up, 
profits diminish. Many times in re- 
cent years the profit margin on im- 
portant lines has vanished into red 
ink. 

Thus insurance companies, as any 
other business organization are con- 
stantly looking for means of reduc- 
ing costs. Since many of these are 


more or less fixed—administration, 
claim investigation and adjustment, 
agents’ commissions and so on—they 
must look for the variable or re- 
ducible factors. One of the greatest 
means of cutting their costs—and 
their insured’s well—is 
through the reduction of accidents. 
That is why, apart from humanitar- 
ian reasons, the insurance business 
is spending over $20,000,000 a year 
in industry alone to root out the 
causes of deaths and injuries in fac- 
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tories and places of employment. 
Our Association itself has made 
grants, over the past decade or more, 
to other safety organizations of vari- 
ous types totaling more than $1,- 
250,000 in addition to the $1,500,000 
spent to support the work of our 
own accident prevention department. 

So it is a matter of some pride to 
insurers that despite much greater 
benefits that have been written into 
most state workmen’s compensation 
laws, the national decrease in rates 
has averaged 36% below the pre-war 
level on the basis of the same benefits 
to workers then prevailing. Even 
when one takes into account the fact 
that in 1953, compensation benefits 
payable to workers were approxi- 
mately 36% higher than before the 
war, the nation-wide average rate 
still was 13% below the pre-war 
level. This, at a time when the cost 
of most everything else has been 
going up. 

3ut it would be false pride indeed, 
if we did not recognize the fact that 
these rates could only have been 
lowered through the cooperative 
safety efforts of all segments of 
industry working together—manage- 
ment, insurance companies, govern- 
ment and the employees themselves. 


The Heart of the Solution 


Here, then is the nub of the prob- 
lem and the heart of the solution. 
If by cooperating we have been able 
to cut accidents in the factory, why 
can’t they be reduced in the home, 
on the road or anywhere else? Why 
should motor vehicle fatalities be far 
more than double the number of in- 
dustry fatalities? Why should we 
permit 4,350,000 injuries to occur 
in the home, again well more the 
double the number of injuries at 
work? Is a loose stair carpet any 
less perilous—or preventable—than 
an unguarded lever? We can no 
more shrug these hazards off than 
we can the hazards of the work 
bench because in greater or lesser 
degree they affect us all. 

If there is a parallel in the problem 
there is a parallel in the solution. 
Accidents at work have been reduced 
because first, they are recognized as 
a direct threat.to efficient and profit- 
able business operations. They have 
been reduced because the causes are 
being isolated and preventive pro- 
grams planned. And once planned, 


Best’s Fire and Casualty News 








these programs are being acted on. 
And finally, accidents in work are 
beginning to be controlled more and 
more because business has recog- 
nized the simple fact that safety 
programs cannot be sporadic or one 
shot affairs but must be made an 
integral, continuing part of manage- 
ment itself. 

Here, I suggest is the solution to 
these other, equally disastrous, acci- 
dent categories. We know what the 
menace is. We have isolated many 
of its causes. We even have de- 
veloped programs of action to con- 
trol or eliminate them. Where we 
have fallen down badly has been 
on the follow through. Surely this 
self-sabotage, this incredible drain- 
ing away of our human and physical 
resources is capable of correction. 
It has been proven in part. What 
we need now is a total effort on a 
total scale. 

Materials are not lacking for a 
total campaign of safety and acci- 
dent prevention. There are traffic 
laws that only need strict enforce- 
ment to keep the highway toll down. 
Others need revision to bring them 
in line with present day driving. 
There are posters, throwaways, 
booklets, pamphlets on safety in the 
home and in public places. There 
are safety programs ready for use, 
by companies individually or in co- 
operation with other businesses. 
Editors of newspapers and the man- 
agers of radio stations are eager to 
cooperate in reducing this terrible 
waste in life and property. Whole 
campaigns on safety have been 
drawn up, waiting only to be asked 
for and put into action. 

Alone, the insurance industry can 
not do the job nor can the business- 
man do it alone. Together they can 
accomplish wonders. 





PROTECTING YOU 


“PROTECTING YOU in more ways 
than you know,” is the theme for 
a new advertising campaign being 
sponsored by the National Board of 
Fire Underwriters beginning this 
month. Two-color spreads will be 
used in four of the Nation’s leading 
magazines in addition to five top 
publications in the communications 
trade press. The magazines are the 
Saturday Evening Post, Time, Farm 
Journal and This Week. The trade 
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publications are American Press, 
Broadcasting-Telecasting, Editor & 
Publisher, National Publisher and 
Publisher’s Auxiliary. 


THEFT CONTROL 


THEFT CONTROL PROGRAMS in in- 
dustry place more emphasis on 
prevention of theft than on appre- 
hension and prosecution of thieves, 
according to the practices of one 
hundred manufacturing firms co- 


operating in a study recently com- 
pleted by the National Industrial 
Conference Board. Although theft 
is not a major industrial problem, 
most of the reporting companies say 
it is a troublesome one and have 
adopted programs which discourage 
pilfering of company property and 
which protect employees against loss 
of personal property. Most coopera- 
tors report that this moderate type 
of program does not incur employee 
or public resentment. 





NEW YORK INSURANCE 
DAY 


By PROCLAMATION of Mayor 
Robert F. Wagner September 15 
was celebrated as the second annual 
New York Insurance Day. A day- 
long program was headlined by a 
number of prominent speakers in- 
cluding New York State Senator 
Walter J. Mahoney, James C. 
Worthy, assistant secretary of com- 
merce, Superintendent Bohlinger of 
New York and leaders in the various 
fields of insurance. Although the 
meeting was organized by ten New 
York City brokers and agents or- 
ganizations, the topics discussed and 
the exhibits arranged were planned 
to be of interest to anyone in the in- 
surance industry. 

Discussing the insurance problems 
brought about by peaceful utilization 
of atomic power, Claude H. Rice, 
insurance manager of the Babcock 
and Wilcox Company, warned that 
the potential liability was tremen- 
dous. His conclusion was that an or- 
ganization somewhat similar to the 
War Damage Insurance Corporation 
be established to write the coverage 
on a purely excess basis with the 
primary coverage provided by the 
regularly established companies op- 
erating in their customary way. 


THE PEACEFUL ATOM 


THE nature of atomic 
energy most laymen think of its use 
for peaceful purposes in terms of 
the far distant future, the next cen- 
tury perhaps. What most of them 
do not realize is that quietly and 
unobtrusively the peaceful atom has 
slipped in the back door and is tak- 
ing a place in many industrial ap- 
plications. Thickness measurement 
of materials by means of radioactive 
substances, material sorting, tracing 
and radiography are but a few in- 
dustrial which have be- 
come commonplace. The entrance 
of atomic energy into everyday busi- 
ness affairs, unfortunately presents 
many problems for which certain 
segments of the business world finds 
itself unprepared. Insurance com- 
panies, shipping and transport firms, 
building material people, banks, in- 
vestment brokers and municipal 
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governments are a few examples of 
those who must now seek expert 
advice on atomic energy. While 
none of these people are directly 
involved in nucleonics, they will all 
be faced with entirely new sets of 
problems to which they must find 
answers. 

What should the fire insurance 
rate be for a building housing a 1000 
kilowatt nuclear reactor? What 
should workmen’s compensation in- 
surance rates be for technicians 
using radioisotopes in the process 
industries? What are the public lia- 
bility insurance problems connected 
with nuclear food sterilization? Nu- 
clear Research Associates is work- 
ing on these and other similar prob- 
lems. This is an organization of 
experts from almost every branch of 
nuclear physics, chemistry and en- 
gineering, which is offering its con- 
sultation services to business and 
industry on matters relating to 
atomic energy. 


ADVERTISING EXHIBITS 


EXHIBITS ARE now being sent to 
numerous state meetings of agents 
associations of entries in the second 
‘“Use-of-Advertising” awards pro- 
gram. This is the program spon- 
sored by the Insurance Advertising 
Conference which was completed in 
June. 

As a result of requests from a 
large number of state associations, 
the conference is making up sets of 
the entries submitted by agents so 
that other agents throughout the 
country may see the type and caliber 
of advertising being done. This 
‘“Use-of-Advertising” awards pro- 
gram has attracted wide attention 
and many agents have expressed an 
interest in seeing some of the entries. 
Requests for the exhibits should go 
to Dwight P. Ely, 40 South Third 
Street, Columbus, Ohio. 

Plans are already under way for 
the third “Use-of-Advertising” pro- 
gram for agents and brokers. 





EXCESS 


SURPLUS ° INSURANCE 


ARNOLD CHAIT 
150 Broadway * New York 7, N. Y. 


BEekman 3-7232 "Placing the Unplaceable” 











SMALLEST BOND 
ON RECORD 


A PERFORMANCE bond in the 
amount of one cent, believed to be 
the smallest guarantee of this kind 
ever executed by a surety company, 
has been written by the Fidelity and 
Deposit Company of Maryland 
through its New York office. 

The bond covers the full amount 
of the bid submitted by the Davis 
Construction Corporation, of Hicks- 
ville, New York, for the excavation 
of a sedimentation basin in Levit- 
town, Long Island. Other bids for 
the same work ranged up to $13,- 
975, 

An official of the construction firm 
explained that its “dirt-cheap” price 
for the work was not a philanthropic 
move, as it expects to use most of 
the sand and gravel from the ex- 
cavation on other projects on which 
it is engaged and sell the rest. 

The work is being done for Nas- 
sau County and the purpose of the 
excavation is to collect storm water 
and add it to the fresh-water table 
under Long Island. 


PAPER WORK 


NE glaring weakness in the 
§ +t method of doing busi- 
ness by old-line, capital stock com- 
panies is the mounting deluge of 
paper work. E. J. Seymour, presi- 
dent of the National Association of 
Insurance Agents, told the agents 
of the Louisiana Association at their 
annual convention that this situa- 
tion calls for a review of manage- 
ment methods with an eye to realiz- 
ing greater efficiency before the 
deluge engulfs one and all. Mr. 
Seymour said that too many in the 
insurance business, and he included 
both companies and agents, are 
prone to continue operating in a 
rut because it is comfortable, does 
not require too much exertion and 
retains the status quo, thus prevent- 
ing unfamiliar and troublesome 
situations from arising. However, 
Mr. Seymour pointed out, conditions 
in this country have changed radi- 
cally in the past ten or fifteen years 
and have altered the concept of 
business, “whether we like it or 
not.” 


Best’s Fire and Casualty News 





K 
G 
<q 
q 
q 


da 

: 

« 
7 
Re 


KK 
fr, 
5 


<< 

4 
U 

» 


Yy 


w 


BIG MAN 


EVENTION WEEK... 


“s - “ Wee 
a 
>>>” 


» 
LZ Y 


>>> 
SSS 


> 


SPINS 


» 


SS 
a 


: 


... the important man to whom fellow towns- 
people will look, when, October 2-9, he 
makes his agency the headquarters for a local 


JUNIOR FIRE MARSHAL 


CAMPAIGN... 


Working with local school and fire-fight- 1S 
ing officials and other public service 
organizations 
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..- he'll distribute Junior Fire Marshal 
Home Reports through local schools 


ZZ 


. Organize essay, poster, and other fire 
prevention contests 


. appoint Junior Fire Marshals, award 
prizes, achievement banners, even fire 
helmets 


a“ 
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... and, completely worn out on October 
9th, will relax knowing that he, with the 
help of the Hartford Fire Insurance Com- 
pany, has scored with another great job of 
~~ community service! 
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Hartford Fire Insurance Company 
Hartford 15, Connecticut 
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\I I THE COUNTRY, new 
schools are being built, old schools 


OVER 


expanded. 

Receipts from a single athletic 
event frequently exceed a thousand 
dollars. Income from student-spon- 
sored dances, theatrical productions, 
band concerts, libraries, 
stores, recreation and health facili- 
ties, publications, laboratory 
charitable and student bank collec- 
tions, and payments for payroll and 
maintenance expenses, and moneys 
withheld for employees’ personal in 
come taxes, social security, and 
group insurance benefits—all add 
up to many thousands of dollars at 
risk. 


cafeterias, 


fees, 


In every community there is at 
least one excellent school prospect 
needing maximum protection for 
minimum When soliciting 
these primary and secondary schools, 
tell the board about public employees 
blanket bonds and appropriate bur- 
glary coverage. 


cost. 


ee @ ® 
PAPER WORK IS GOING ON all over 
town. Much of the paper deserves 
valuable papers insurance. Ex- 
amples are wills, deeds, maps, con- 
tracts, abstracts, payrolls, blueprints, 
mortgages, invoices, sketches, manu- 
scripts, mailing lists, personnel files, 
subscriber lists, advertising layouts, 
building specifications, tax figures, 
cost records, sales orders, research 
data, technical reports—and such 
non-paper records as films, photo- 
graphs, stencils, patterns, addresso- 
graph plates and X-rays. 

The people who use such papers 
include: 
Advertising agencies, accountants, 
architects, artists, authors, bankers, 
bookbinders, building and loan as 
sociations, collection 
dentists, 
doctors, engineers, finance compa- 
nies, hospital and sanitarium officials, 
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contractors, 


agencies, credit bureaus, 


inspection firms, insurance agencies, 
investment firms, mailing bureaus, 
mail order firms, manufacturing 
concerns, manufacturers’ agents, 
mortgage loan companies, mer- 
chants, newspaper publishers, patent 
attorneys, photographers, printers 
public utility companies, real estate 
firms, surveyors. 








LIABILITY IS IN THE AIR. The dry 
rustle of the summons is heard these 
crisp autumn mornings. All be- 
cause in the normal course of per- 
sonal and business activities, some 
ill-starred soul neglects to do some- 
thing that reasonable and prudent 
men do (does not clean his side- 
walks, for example), or, he does 
something that reasonable and pru- 
dent men do not do (such as tripping 
old ladies in the streets or jabbing 
fellow passengers in elevators). 

Fach of us faces five claim un- 
certainties: They are: Who will 
present a claim for real or alleged 
damages? When will the accident 
happen? Where will it happen? 
How will it happen? How much 
will it cost? It is to replace these 
five uncertainties with one certainty 
that we buy comprehensive personal 
for ourselves, comprehensive general 
for our businesses. 

This is a good time of year to 
study the protection program of 
every general liability client in your 
account, 


MANY A MAN is underwriting ocean 
cargo insurance who is a long way 
from an ocean. The supposition that 
an agent has to live near some such 
port as New York, Philadelphia, 
New Orleans or San Francisco to 
find ocean cargo business is exploded 
by the fact that millions of dollars 
of this line are being sold in areas 
far away from any ocean shores. 
How GOES THE AUTOMOBILE ex- 
tended medical payments insurance 
coverage? The answer is: it’s going 
fine. It comes as close to “‘selling it- 
self” as any casualty coverage of- 
fered the public since medical pay- 
ments was launched fifteen 
ago. 

Several agents have reported ex- 
traordinary experiences with the 
new coverage. For example, there is 
Jack May of Atlanta who went over 
his account and, selecting automo- 
bile policyholders he knew had sev- 
eral persons living in their house- 
holds, mailed them endorsements, 
along with a letter explaining the 
new coverage. Of two hundred 
thirteen he mailed, only six were 
returned as not wanted. 


years 


WHO BUYS BUSINESS INTERRUP- 
TION? “The small independent mer- 
chant next door is your best pros- 
pect,” says Stanley J. Cichowski of 
New Britain, Connecticut. 

“Stan” finds that neighborhood 
restaurateurs, grocers, men’s and 
children’s clothiers, dry cleaners, 
and proprietors of hardware, home 
appliances and furniture stores are 
especially receptive to the idea of 
continuing their weekly paychecks. 
The purpose of business interrup- 
tion insurance is to do exactly what 
the firm would have done to pay 
expenses and to earn profits had 
there been no interruption. 

In Stan’s opinion, business inter- 
ruption is an_ excellent 
builder for the local agent. 


prestige 
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Sell Fidelity & Surety—from page 26 


Good leads to new contract ac- 
counts may come from bankers, 
C.P.A.’s, architects, credit men’s as- 
sociations, etc., and an agent anxious 
for this type of business should be 
familiar with all these various 
phases of business which are so 
closely related to the contract field. 

All contractors should be qualified 
with two or more companies, as con- 
tract bonds are requested on short 
notice, and should the contractor be 
unhappy with his present connection, 
if he is qualified with another com- 
pany, there is no time delay while 
qualifying him with another carrier. 

Once a contractor has qualified 
with a company for a bonding ca- 
pacity, it is then up to the agent 
to keep the contractor in line with 
his capacity. This means the agent 
must display a high degree of dip- 
lomacy. Webster’s dictionary de- 
fines diplomacy as “artful manage- 
ment in securing advantages without 
arousing hostility ; tact.”” And tact is 
said to be “a nice discernment of 
what is appropriate to do or say 
without giving offense.” An ex- 
ample of this is a shoe salesman tell- 
ing a woman customer that one foot 
is smaller than the other, rather than 
vice versa. 

To condense it, if an agent wishes 
to increase contract bond produc- 
tion, (more premium is derived 
from this source than any other 
bond field) then he must know 
everything there is to know about 
the contractors and their work. If 
he can talk to them, talk their lan- 
guage, know the bond requirements 
in his area so that he can counsel 
them, then he will show fruitful re- 
sults from this knowledge. 

Agents can aid the companies and 
themselves in contract business if 
when they are submitting a case to 
the company for immediate action 
they have done some of the under- 
writing. By that is meant having a 
complete and detailed financial state- 
ment, verifying the bank accounts, 
and getting comments from the bank 
concerning the contractor, checking 
out the larger receivables and earned 
estimates, and calling the material 
suppliers to obtain information con- 
cerning their payment record. If an 
agent will do this he will certainly 
expedite issuance of the bond by the 


For October, 1954 


company, because if he doesn’t do it, 
they must. Whether or not an agent 
may think a case is worthy, he need 
not hesitate to call his company rep- 
resentative and check it out with 
him, as he might have suggestions 
that would aid in setting the case 
up for execution. 


Public Official Bonds 


Public official bonds are another 
good source of bond premium, as all 
elected officials either by statute or 
ordinance must give an official bond 
to qualify for office. This bond is 


written for the term of office, which 
may be anywhere from two to four 
years, and once the bond is written 
it is tied up for the term of office, 
and an annual premium is due each 
vear. So naturally the agent should 
know the statutes and ordinances 
relating to the various public offices 
in his area, and by the same token 
should know the dates of elections, 
who the candidates are, and who is 
most likely to succeed, and should 
solicit these candidates before the 
election for their official bond should 
they be elected. 


(Continued on the next fF 
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Sell Fidelity & Surety—Continued 


Many appointed officials must 
give an official bond by local ordi- 
nance, and an agent should also 
know who these are and solicit these 
bonds. These bonds are given 
mostly on a continuous form and no 
set term of office is set forth. Public 
official bonds are actually like deal- 
ing in futures, so the agent must 
look ahead, think ahead, and work 
ahead if he is going to be a success- 
ful public official bond producer. 


Federal Bonds 


There are many Federal official 
bonds, the most common of which 
are postmasters and bonds on em- 
ployees of the Veterans Administra- 
tion. These bonds are required by 
Federal statute, and in most cases 
will be walk-in business, but if an 
agent can contact his local Veterans 
Administration and tell them that he 
has facilities for handling these 
bonds, he may be able to set up an 
arrangement where they would send 
their employees to his office for their 
bonds, and in this way get leads for 
other types of insurance for these 
particular individuals, both Federal 
and county or city. Needless to say 
there are also the Federal bonds on 
postal employees. 

Judicial bonds must be indi- 
rectly solicited, as here again a need 
must arise for the bond, usually 
through some sort of court action, 
and where court actions are being 
heard attorneys are involved, and 
here is the source of probate busi- 
ness. 

The producer must solicit the at- 
torneys in his area for this type of 
bond business. He should subscribe 
to the court paper published in his 
area which will list the hearings and 
the attorneys handling the cases. 
Then he should contact the attorney 
and determine whether or not a 
corporate surety bond is required, 
and if so ask the attorney if he may 
service the attorney’s office by exe- 
cuting the bond. In order to obtain 
an increase in volume of judicial 
business, the agent must have the 
tools with which to work, and this 
means a power of attorney author- 
izing him to execute various forms 
of judicial bonds, so he should fa- 
miliarize himself with the more com- 
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mon types of judicial bonds and how 
to execute them, and then obtain a 
power of attorney, from a surety 
company, which will enable him to 
give the attorney the proper service 
when a judicial bond requirement 
arises. He should also know how 
to talk with an attorney. Therefore 
he should become familiar with the 
phraseology of the legal profession. 

One of the major objections 
agents seem to have concerning this 
type of business is that most of the 
premiums are small, and the time 
and effort put into it are not worth 
the commission. In many cases, it 
is true that the premiums are small, 
however, with every bond an agent 
writes he will obtain leads for other 
types of insurance from the prin- 
cipals in these bonds, and every now 
and then a large guardianship comes 
along that may run for many years, 
and all the agent has to do is collect 
the premium every year. 

This is an excellent source of bond 
premium and it is something that 
can be very steady because you can- 
not prevent people from dying and 
when people die there are estates 
to be settled. So I would suggest 
that an agent should get to know 
attorneys in order to solicit their 
bond business. 


License and Permit Bonds 


With license and permit bonds as 
with some others mentioned a need 
must arise before a bond is required. 
These types of bonds are usually 
required by Federal and state sta- 
tutes and county, city, or township 
ordinances. The producer should be 
familiar with all license and permit 
bond requirements in his area, and 
should also have copies of the ordi- 
nances requiring these bonds and 
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also copies of the bond forms if the 
subdivision prints their own. In this 
way, he can intelligently counsel his 
clients as to what bond requirements 
are required of them. 

He should also be familiar with 
the more common types of bonds 
required by state statutes, as these 
are very important. The license to 
do business in most cases is con- 
tingent upon the fulfilling of the 
state requirements. As this field is 
so broad and there are so many 
types of license and permit bonds, I 
think I will close by saying that the 
agent should know his local require- 
ments, and the other bonds will come 
with experience. 


CALLS FOR SAFETY DRIVE 


AMERICAN FARM WOMEN were 
urged by Price E. Clark of the acci- 
dent prevention department of the 
Association of Casualty and Surety 
Companies to unite in an all-out 
grass roots action program to bring 
under control the growing menace 
of street and highway accidents. 
Addressing the Farm Women Pro- 
gram Planning Conference, held by 
the West Virginia Farm Women’s 
Council, he declared that once or- 
ganized in support of such a pro- 
gram, such women’s organizations, 
working at local, state and national 
levels, could bring the highway acci- 
dent problem under control. 

Mr. Clark said that many under- 
lying physical, mental and emotional 
factors that contribute to highway 
accidents originate in homes during 
the formative years of life and once 
established are difficult to change. 
By the same token, he stated, local 
communities are equally responsible 
for establishing in the minds of lo- 
cal drivers, the right or wrong con- 
cepts on driving performance, law 
enforcement and safety attitudes. 
The Council’s home and community 
service program, together with the 
activities of 4H Clubs, Mr. Clark 
noted, are a “natural” source for 
correcting many traffic ills, originat- 
ing in the home and community. 
He called upon the assembled state 
supervisors, county home’ demon- 
stration agents and club leaders to 
make traffic safety a prime objective 


in their programs for the coming 
year. 


Best’s Fire and Casualty News 








THE LEGA 


JOHN F. NEVILLE 


Executive Secretary-General Counsel 


National Association of Insurance Agents 


What 


HE last year largely has 

been spent by our industry 

in discussing the exceedingly 
interesting automobile problem and 
its effect on the American Agency 
System. Lately, conversations have 
been expanded to include the effect 
of the dramatic entrance of the di- 
rect writer competitor into the fire 
dwelling field. The automobile prob- 
lem, together with the new baby 
brother—the competition for fire in- 
surance on dwellings—will probably 
be solved only after the whole in- 
dustry—including agents—returns 
to a sharpened concept of funda- 
mentals in the business. 


Legal Obligations 


During a time when agents have 
more than enough to think about 
from a competitive standpoint they 
cannot afford the luxury of straight- 
ening out difficulties in their busi- 
ness which should never have been 
allowed to happen. Any pitfalls in 
the relationship with their companies 
and their clients should be avoided 
to the end that embarrassing and 
expensive lawsuits will not cause 
criticism of the way their business 
is handled. 

If an agent is as worthy as I know 
he is—he should guard against mak- 
ing the type of mistake which brings 
unnecessary criticism on the Ameri- 
can Agency System and may cause 
his company to wonder whether 
some agents at least, have had suf- 
ficient training to handle the very 
delicate work which to experienced 
agents almost becomes routine. 

Good agents and good companies 
have a tendency (and it should be 
continued) to handle their affairs 
on an informal basis. This is not to 
say that the insurance industry—es- 


the 


pecially in its relations to an insured 

is informal. It is not and it should 
not be. However, many agents and 
their companies do operate on a first 
name basis and while pleasant and 
desirable from a long range view- 
point, it has a tendency to cause the 
agent to become somewhat careless 
in the execution of his business by 
allowing him to believe that almost 
anything which happens in the 
course of the agency can be over- 
come on the same informal basis. 

A well informed agent these days 
will and should know just what his 
obligations are to his principals and 
to his insureds. Similarly, he should 
know what duties his companies owe 
to him as their agent and just how 
far he can press his independence 
without leaving himself wide open 
for a lawsuit. 


Certain Standards 


The companies have granted their 
agents wide powers and they, on 
their part, have an absolute right to 
know that the agency is going to re- 


Law Expects 


act properly to their instructions. 
The insurance agent, like other busi- 
nessmen in our society, is required 
by the law of agency to adhere to 
certain standards of conduct in the 
management of his business. 

The law of agency broadly sets 
forth his duties to his companies, 
with whom he has contracted to per- 
form certain functions. Likewise the 
law requires the agent to handle his 
business with his clients in an effi- 
cient, precise manner. Because the 
agent has a unique position in a 
unique business, he is held to a 
higher standard of conduct, good 
faith and consideration of his cus- 
tomer than is ordinarily found in the 
market place. 


In discussing the responsibility of 
an agent to an insured, the Federal 
Court in Coffey v. Polimeni (188 F. 


(2d) 


a 


539, at page 543) stated: 
Implicit in the cases is a rec- 
ognition that these transactions are 
fundamentally unlike ordinary com- 
mercial or business transactions 
where mere profit is the stake, so 
prone is the failure of insurance 
protection to result in irretrievable 
disaster to the individual. Those 
engaged in the insurance business 
understand perfectly the peculiar 
urgency of the need for prompt at- 
tention in these matters.” 


Even More Alert 


An insurance agent must be even 
more alert to the possible legal im 
plications of his position for the rea- 
son that he is peculiarly susceptible 
to legal difficulties in his dealings 
with his clients. As many of his 
important transactions are oral, and 
generally without witnesses, a con- 
siderable exposure to possible lia 
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The Law Expects—Continued 


bility results from this fact alone. 
He is also faced with the possibility 
of sustaining the ill will imposed by 
an irate customer who may have 
thought he was covered but after the 
loss found that he was not. Even 
if the agent has a complete and logi- 
cal explanation for the difficulty, he 
has lost something in his relation 
with that client which can probably 
never be regained. 


It is not humanly possible to in- 
sulate from the vagaries of fortune 
in dealing with the public. Even us- 
ing the corporate form of doing busi- 
ness with its limited liability or the 
purchase of errors and omissions in- 
surance will not, after such an ex- 
perience, make the agent the man 
he was—certainly not in the eyes of 
the three groups most concerned, 
his clients, his companies and his 
competitors. 

While the protection against po- 
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area as possible. 


in which you live and work. 
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acquaintance. 


local insurance advisor. 


in his community. 


The Commercial Union Fire Insurance Co. 
Columbia Casualty Company 4 
The California Insurance Co. = 


What About Your Civic Activities? 


A cardinal principle of selling is constantly to meet and talk with people 
who are potential buyers of one’s product or service. 
agent needs to expose himself frequently to as many people in his market 
This market area generally embraces the business com- 
munity of your town or city and its adjacent residential section—the scene 


An ideal opportunity for public notice lies in the sphere of Civic 
Activities. Interest in community projects and participation in civic affairs 
will cause you to become known widely and favorably. Some of the more 
prominent activities in which you can be effective are: the Community 
Chest, School Board, Parent-Teachers Association, Public Safety and Wel- 
fare Council, Town Planning and Building Board, and the Fire Depart- 
Business service clubs are also fertile fields for broadening your 


In addition to assisting you to identify yourself and your business in 
your community, these activities enable you to gain first hand knowledge 
of local conditions, which is an invaluable asset to your standing as a 


The Commercial Union - Ocean Group affirms that expert insurance 
knowledge plus thorough knowledge of local conditions logically qualify 
an agent to render prompt, personal and most efficient insurance service 
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tential difficulty can never be per- 
fect, certainly the damage can be 
minimized. Writing a short mem- 
orandum of telephone conversations 
will go a long way toward closing a 
gap in the agent’s armor. Confirm- 
ing letters have their place and are 
not used widely enough. Certainly 
one of the most obvious ways to 
avoid trouble is a painstaking atti- 
tude toward office detail, together 
with the handling of all insurance 
matters with dispatch. This is ap- 
plicable to agents as well as to their 
employees. 


The Agent Must 


Let’s take a look at some of the 
most important obligations which 
an agent has to his company. ‘. \icse 
may not seem so numerous from a 
topical standpoint, but a close ex- 
amination will reveal that the duties 
cover a lot of ground. The agent 
must act in good faith; stay within 
the scope of his actual authority; 
obey company’s instructions; use 
due care and diligence in handling 
business entrusted to him. 

The general legal rule makes the 
agent liable for any losses caused by 
the proximate failure of the agent 
to live by this code. The agent’s 
ostensible or apparent authority 
probably, under ordinary circum- 
stances, would allow the agent to 
bind the company to risks which the 
company had forbidden the agent to 
insure. But under these circum- 
stances, the agent will be liable to 
the company for any losses it may 
be required to pay on risks which 
were on the forbidden list and which 
were assumed through the agent in 
violation of his instructions. 

Now where does the agent stand 
in reference to his insured? Cer- 
tainly he has definite obligations to 
his customer which should be un- 
derstood. 

The agent must not exceed his au- 
thority or take an expanded view 
of his instructions. Agents claim 
skill; they must show it—at least 
to the extent that may reasonably 
be expected of a person in the posi- 
tion of agent. The agent must do 
what is necessary in the premises to 
effect the policy by being certain, 
among other things, that it effec- 
tively covers the property of the in- 
sured. 
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When the agent has the responsi- 
bility of selecting the insurer, al- 
though he is not ordinarily con- 
sidered a guarantor of the financial 
condition of his companies, he is 
unquestionably required to use due 
care, skill and judgment in making 
his choice and he should make every 
effort to get the best terms in con- 
nection with the insurance as are 
reasonably possible. 

The agent may live to regret that 
he undertook to procure insurance 
for a client if, after he fails to do 
as he agreed, he is unable to come 
forward with a good reason for his 
failure. After the agent has taken 
the initial step of undertaking to 
cover the client, for instance, the 
agent has probably created a duty 
toward his client insofar as procur- 
ing this particular cover is con- 
cerned. If, on the other hand, the 
agent is unable to consummate the 
transaction, he must so advise the 
client to allow him to go elsewhere 
to arrange insurance protection for 
his interests. 

We can discuss general rules and 
philosophies ad infinitum, but there 
is nothing like a real situation which 
cost someone some money to bring 
home the point in a really vivid 
fashion. That being reasonably true, 
let us look at a decided case which 
demonstrates that an agent should 
follow his companies’ instructions 
or be ready to suffer the heavy hand 
of adversity if certain contingencies 
occur. 


A Warning to All Agents 


The case of Granite State Fire In- 
surance Company v. Mitton [196 F. 
(2d) 988 (May 13, 1952, United 
States Court of Appeals, Tenth Cir- 
cuit) ] is very helpful in this respect 
and should serve as a warning to all 
agents who may not be as particular 
about following instructions as they 
should be or as the law demands. 

The defendant, Mitton, was a 
Colorado agent who received, in De- 
cember 1947, an application from a 
construction company for insurance 
covering loss to its machinery, in- 
cluding losses caused by landslide 
and flood. The companies then rep- 
resented by Mitton were unable to 
assume this risk, but he was able to 
place the business in the Granite 
State through its general agent. At 
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LOUIS PASTEUR (1822-1895) is 
considered one of the greatest French- 
men of all time. His discoveries saved 
millions of lives. 








HIS GREATEST WORK was in the 
field of medicine. In 188! he proved 
that certain diseases could be prevented 
or cured by vaccination. 
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HE FOUNDED THE SCIENCE OF 
BACTERIOLOGY, making it possible 
to prevent spread of disease by in- 
fection. 
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PASTEUR LAID THE FOUNDATION 
for control of many diseases and worked 
out the process for pasteurization of 
milk. 
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the time the business was placed 
Mitton did not represent the Granite 
State but rather acted in the role of 
a broker. However, subsequently 
he did become an authorized agent 
of Granite State. 

The policy in question had just 
been delivered to the contractor 
when Mitton was advised by the 
general agent that the company 
would not continue to insure against 
the perils of landslide and flood. 

Mitton, the agent, was verbally 
instructed to contact the insured to 


whether the contractor 
would be willing to accept an en- 
dorsement which would relieve the 
insurer from these risks; if the in- 
sured was unwilling to accept this 
change, he was to be advised that it 
would be necessary to place the in- 
surance elsewhere. The general 
agent who gave this verbal instruc- 
tion on behalf of the company fol- 
lowed it with a letter of confirmation 
with the applicable endorsement at- 
tached. 
(Continued 
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A FALL GUY 
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Falls cause more accidental deaths than drowning, burns, poisons, and 
poison gases combined. Don't risk life and limb on rickety or insecurely 
placed ladders. Don’t stow things on stairs or in halls. Don’t wander around 
the house at night in the dark. Don’t use scatter rugs on slippery floors 
without non-skid rubber fabric pads. 
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Accident insurance 
tailored to your needs 


Your local agent or broker can easily 
write an Aetna Accident Policy to 
suit your personal needs. For exam- 
ple, the Guaranteed Income Policy 
not only helps pay doctor and hos- 
pital bills but also provides an in- 
come while you are disabled. The 
Simplex Policy is especially designed 
for the housewife, to protect against 
large expense if she has an accident. 
If desired, your children can be in- 
cluded. Ask your local agent or 
broker. 


THINK FIRST OF THE AETNA 





























LESTER S. HARVEY, President 
New Hampshire Fire Insurance Co. 


HERE seems to be different 

schools of thought on the 

package policy. Some think 
that a large discount should be 
handed to the assured if he buys a 
single policy instead of several. 
There are those who speak in oppo- 
sition to this method and practice. 
I’m one of those who believe the 
expense saving should be passed on 
to the public. We have done it for 
years. Am I far wrong in saying 
that the first package policy issued 
at an expense saving was when we 
agreed to write one policy for three 
years at a big discount compared to 
the cost for three annual policies? 
We certainly agreed to pass on that 
saving to the public. In the roaring 
Twenties we brought out the sup- 
plemental contract which was issued 
at tremendous savings as against 
individual policies, so we set the 
pattern many years ago. 


Selling Wholesale 


It is quite the thing to say in this 
country of ours “I can buy it whole- 
sale.” The insurance industry has 
shuddered at the thought that we 
would sell our product any cheaper 
if you bought a lot of it—or if you 
bought it wholesale so to speak. But 
a package policy is selling it whole- 
sale, and now that we are having, 
or facing the toughest competition 
in the history of our business from 
one who always sold its product at 
wholesale prices, we must be in a 
position to compete. 
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Prior to the 1938 and 1944 hurri- 
canes, there was very little tornado 
insurance written compared to fire 
in the East. There were practically 
no aircraft policies issued unless the 
assured lived near an airport. Ex- 
plosion policies simply collected dust 
on the shelves of the company sup- 
ply departments. The companies, 
through the several regional bodies, 
brought out then the supplemental 
contract, now known as the extended 
coverage endorsement. I am sure 
that those who worked on it felt it 
to be rather attractive, but it did not 
sell. The agents did not try to sell 
it. As a matter of fact, before the 
38 hurricane more supplemental 
contracts were sold because of the 
possibility of an airplane falling than 
because of wind. 

In Massachusetts for the years 
1933 through 1942—a ten year pe- 
riod—the tornado and extended cov- 
erage endorsement premiums were 
1.4% of the total fire and extended 
coverage endorsement premiums. In 
1952 the extended coverage endorse- 
ment premiums were 15% of the 
total, and totaled over eleven mil- 
lion. In 1938 only 10% of the as- 
sureds who suffered damage had 
insurance to cover their loss. While 
the agents opposed the adoption of 
the additional extended coverage en- 
dorsement, they did not oppose the 
supplemental contract or the ex- 
tended coverage endorsement. They 
just did not sell it, and neither did 
the companies aggressively seek the 
business. And the 1938 hurricane 
did not accelerate the sale as one 
would expect. I assume that we said 
before 1938 ‘it can’t happen here” 


and after 1938 we simply said “‘it 
can’t happen again” for in 1944 only 
25% of the assureds had the cover. 

I have stated that the originators 
of the supplemental contract were 
proud of their product, and rightly 
so. But through the years the cov- 
erages have been both broadened and 
restricted, which is natural, I think 
the reader will agree. 


Tested Products 


Our products have to be tested by 
the crucible of time. Presently, this 
package policy, with limitations and 
some restrictions, covers damage 
from windstorm, hail, 
motor vehicles and aircraft, smoke 
and riot and civil commotion. 

Added to these is a second section, 
the additional extended coverage en- 
dorsement covering water damage, 
collapse, snow and ice damage, 
boiler, vandalism, glass and land- 
slide. Comparing a 1930 fire policy 
with the present one properly ex- 
tended, is clear evidence that today’s 
is “quite a package.” 

To try to explain the various cov- 
erages would be repetitious and 
unnecessary, but I do wish to em- 
phasize the importance of the exten- 
sions. As noted previously, origi- 
nally in New England the possibility 
of aircraft damage seemed 
important. “Whoever heard of a 
hurricane or a tornado in New Eng- 
land ?,”” was a popular question be- 
fore 1938, and many company men 
agreed with the agents and assureds. 

3ut now I think the endorsement 
is sold with only damage by wind in 


explosion, 


most 


(Continued on the next page) 
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YOUR ESTATE 
BE 
PROTECTED? 


\ hy should any businessman who takes every 


precaution to protect his property during his 


lifetime fail to protect his estate? Experience shows 


that it is unwise to rely merely upon the reputa- 


tion and experience of an executor and trustee 


when the protection of a corporate surety bond is 


available! Many a trusted executor has seriously 


depleted an estate through mismanagement, 


incompetency or plain dishonesty! Recent news- 


paper items from New Jersey to California 


attest to this fact! 


Whatever the size of your estate 


—protect it by specifying in your will that your 


executor or trustee give a Corporate Surety Bond. 


Speak to our agent* in 
your community. You'll be 
surprised at the low cost 
of this valuable protection. 


* If you don’t know his 
name—our Agency & 
Production Department 
will supply it promptly 
on request. 
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mind, but let us not forget that 
claims are being paid for all the perils 
covered. Some agents have dis- 
couraged the sale of the extended 
coverage endorsement on household 
furniture and yet we have paid heavy 
claims on buildings where the as- 
sured suffered heavily on furniture 
with no insurance, and of course an 
explosion like Texas City can hap- 
pen again resulting in total losses on 
household furniture. That applies to 
the additional extended coverage en- 
dorsement as well. 

Our loss department for a short 
period listed one hundred and forty- 
three claims with an estimated aver- 
age claim of $106. It has been stated 
that the claims are few and isolated. 
It is true, yet claims as high as $961 
would have embarrassed our agents 
had they not sold the cover for pen- 
nies. Now the same opposition to 
the deductible as to wind rose up 
against the additional extended cov- 
erage endorsement. Where there 
was already a deductible in use, or 
not much evidence of it being intro- 
duced this endorsement was readily 
accepted. No one dislikes deductibles 
more than I do. I hate deductibles, 
and must admit to have received the 
suggestion with no enthusiasm orig- 
inally. 


No Reasonable Rate 

Was there no other way to write 
the cover and not build up a poor 
public relation picture? After all, 
the companies for years had been 
trying their best to make assureds 
claim conscious and now that our 
efforts were crowned with success 
we wished to put in a deductible. 
Many of us searched for the answer. 
Agents were told that they were 
paying maintenance claims or nui- 
sance claims. They admitted it. One 
of our agents criticised that and 
gave me an idea. To cover an as- 
sured against loss to his property by 
wind without a deductible is insuring 
against a certainty, and there is no 
reasonable rate that can be charged 
that will cover against a certainty. 
That applies to water damage as well 
in the additional extended coverage 
endorsement. Physical damage in- 
surance never was intended to cover 
against a certainty. 

Whenever we speak of this de- 
ductible we always seem to say 
$50 deductible and of course that is 
natural, but really it doesn’t work 








out to be a $50 deductible in most 
cases. In 1953 one storm produced 
thirty-three hundred claims and the 
average payment was $26. Had the 
deductible been on all policies it 
would have been for less than $20 
to most assureds. That storm pro- 
duced about the same average that 
has been true in all storms. A very 
good agent in our state told his as- 
sureds that finally the companies 
have forced the deductible on us. I’m 
sure that more agents asked us for 
the deductible in ’53 than opposed it. 
But did we do anything that was 
unreasonable or unfair? I think not. 


No Alternate Available 


On the basis of our final figures 
in New Hampshire we would have 
been forced to charge at least $1 
for five years for the full cover. 
Would we build up better public 
relations by charging our assureds 
$100 for $10,000 insurance on their 
dwellings for removing what has 
proved to be a $20 or $25 deductible 
when he could get the coverage at 
$36 with a deductible. Remember 
the Savings Banks were asking us 
to do something as they were meet- 
ing with resistance from their mort- 
gagors because of the 12¢ rate. I am 
afraid that the present rate level 
may prove to be too low, for the 
expense ratio to the companies is 
higher on extended coverage than 
any other part of our business. We 
labored long trying to do something 
other than introduce the deductible 
without success. We need and ask 
for our agents’ support to keep the 
rate from going higher. 

We also ask for more aggressive 
action in the sale of the additional 
extended coverage endorsement. Af- 
ter all, a fire policy with extended 
coverage endorsement and additional 
extended coverage endorsement is a 
package policy written at a lower 
premium than any other. I do not 
agree that it is too much of a re- 
strictive cover. I believe at our shop 
we have had claims for every peril 
but landslide, and our underwriters 
fear a high loss ratio on the cover. 
We must have spread, or because of 
selection against us the rate will 
have to go up. 

We still have fallen short in sell- 
ing these extended coverage endorse- 
ments. One of the selling points of 
the new package policies has been 
that the agent need not tell his as- 
sured that the unusual loss that he 


has suffered is not covered. These 
endorsements cover usual losses. 
Hundreds of claims are being paid 
every day for losses caused by the 
several perils named in one or the 
other of these extensions of the fire 
policy. Yet every tornado, hurricane 
or windstorm reveals a large number 
of assureds do not have the cov- 
erage. Presently we have a claim 
where three agents issued policies on 
a dwelling—two attaching extended 
coverage endorsement and the third 
not. The claim is for hundreds of 
dollars. One agent and his company 
are in an unenviable position. Agents 
already have a package policy. Writ- 
ten with all available endorsements 
—comprehensive public liability— 
limited theft—glass—they have a 
policy which they should not be 





ashamed to have sold. 


Two Groups of Companies | 

We now have a new package pol-| 
icy, or policies. All policies written | 
broad form basically are fire policies | 
with extended coverage endorsement | 
and additional extended coverage | 
endorsement attached. From that| 
point they differ. There are two| 
groups of companies issuing almost | 
identical policies as far as coverages 
are concerned. One policy is issued 
by the Multiple Peril Insurance Rat- 
ing Organization, which, as the name 
indicates, is a separate rating organ- 
ization. This group issues a policy 
at a single indivisible premium. The 
other group is known as Interbureau 
Insurance Advisory Group, which, 
is an advisory organization and will | 
file for its members through existing 
channels. In comparing these two} 
policies we must bear one thing in 
mind—while they both have a differ- 
ent approach—they do have the same 
objective, which is a combination of 
covers combined under one policy 
and written at a reduced premium. 
This rate treatment is supposedly 
justified because of the saving in 
expense, spread of risk, and possible 
elimination of adverse selections. 
The policy is available only to occu- | 
pants of one and two family dwell- 
ings, although this may be broadened 
at an early date. Both may be writ- 
ten for three years and through in- 
stallment plans for annual payments. 
Neither can be written to cover farm 
dwellings. Both include legal liability 
and comprehensive liability; both 
cover limited theft. 
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... and to help our agents sell 
Court & Probate Bonds, American 
Surety is running a timely adver- 
tisement in business magazines... 
reprinted on the opposite page. 


aud here's more 
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“Mailroad to Profits” — letter-size sales 
bulletin is mailed to them monthly. Each 
issue highlights a particular line; offers 
practical ideas to help them sell. 
“Mailroad” is typical of the valuable 
help American Surety agents get from 
their Company. If you’d like to learn 
more about the sales helps that we give 
our agents—use the coupon below. 


Qe ee ea Se eee ee OSes 
AMERICAN SURETY company 
Agency & Production Department 
100 Broadway, New York 5, N. Y. 


I’m interested in learning more about 
your sales helps for agents. 


C—O 
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Address— 





Street 





City. 











Making Friends .. . with the 











HOW THEY ANSWER PROBLEMS 
LIKE YOURS 
IN THE KEYSTONE STATE 


One thing that has been proved to us time and 


time again is that agents—everywhere—have mers 


3 \oneee 
pretty much the same problems. hb b sawed 

They may vary a bit in detail, but most of ; 
them are based on the same unknowns. 

Chances are you've run into the same obstacle 
faced by Mr. Clair Jackson, Partner of the 
Gelvin, Jackson, and Starr Agency in Meadville, 
Pennsylvania. Mr. Jackson writes: 

“Reliable information is one of our most 
valuable assets—and the lack of it can be a 
whopping problem. This might take the form 
of information about prospects in our area, 
about technicalities in some types of insurance, Wadaioinis thai oo 
or it may manifest itself in any number of ways. 
However it shows up, we call in ‘Herm’ Lewis, 
our Fire Association-Reliance Fieldman. He 
knows his business thoroughly, and that helps 
us to know ours and turn problems into profits.” 


Another situation which should ring a familiar bell is that of holding 
odd-hour conferences with important clients, and finding it necessary 
to make on-the-spot decisions. Mr. Joseph Barr, Jr., President of 
Joseph W. Barr, Inc., Oil City, Pennsylvania, has this to say about it: 

‘We've worked with ‘Herm’ for a long time, and one of the real 
pleasures of the association has been his willingness to meet with 
us and our clients whenever it was requested. His authority to make 
on-the-spot decisions, and his extensive knowledge of all phases of 
insurance have more than once helped us over some pretty high hurdles.” 
Whatever your problems are, your Fire Association-Reliance 
Fieldman has been trained to answer them. He knows your market. 
He knows insurance. Equally important, he’s been trained by com- 
panies which will never grow too large for family feeling, nor lose 
their high regard for personal relationships. 

Why not contact him soon? 


Joseph Barr, Jr. 
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HE stage for the “battle” on 

improvements and _better- 

ments insurance may have 
been laid by the insurance interests 
in New York State. In all prob- 
ability, it all started back in 1943 
when the present New York stand- 
ard fire policy was adopted. The 
1943 New York standard fire policy 
is now in use in the great majority 
of our states. 


Eliminated Many Defenses 


The 1943 policy eliminated the 
former requirement that the insured 
shall be “sole and unconditional 
owner” of the insured property. 
Also eliminated in the 1943 policies 
are many defenses for the insurance 
company affecting the moral hazard 
of the risk. These include forfeiture 
or suspension of the policy resulting 
from commencement of foreclosure 
proceeding, change in title, interest, 
chattel mortgage encumbrances, and 
others. 

The new policy insures “. . . to 
the extent of the actual cash value 
of the property at the time of loss 
. . . but not exceeding the amount 
which it would cost to repair or re- 
place the property, nor in any 
event for more than the interest of 
the insured. . . .” 

While the fire insurance policy is 
supposed to be a contract of indem- 
nity, the insurance companies—with 
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liberal court interpretations—have 
been required to pay more than a 
full indemnity for losses involving 
betterments and improvements. It 
is now generally recognized that, 
because a tenant will suffer finan- 
cially by fire damage to improve- 
ments during the term of the lease, 
he has an insurable interest. This 
is so, even though, under the com- 
mon law, or by the very language of 
the lease, the improvements become 
the property of the landlord at the 
time they are made. 


D. N. VARNEY 
Fire Underwriting Specialist 
Hardware Dealers Mutual Fire 
Insurance Co. 


Most leases on commercial and 
industrial properties have the pro 
vision that betterments and improve- 
ments, such as elevators, store 
fronts, lighting and heating fixtures, 
and inside decorations are to be made 
at the expense of the lessee. In fact, 
the general practice today is for the 
owner to lease the building “as is” 
with the understanding that the 
tenant will make whatever improve- 
ments he desires. All improvements 
that are of a permanent nature be 
become the property of the build 
ing owner but the lessee has right 
of use during the term of the lease. 


Otten Produce Problems 


Unless the lease contains a specific 
agreement to the contrary—many in 
stallations, alterations, and additions 
made by the lessee are removable at 
the expiration of the term. Such 
items are classed as personal prop- 
erty with the lessee being the sole 
owner. Such installations, additions 
or alterations often produce prob 
lems because it is difficult to deter 
mine which items become a perma- 
nent part of the lessor’s building and 
may not be removed. Usually the 
type of property that can be removed 
are so-called “‘trade fixtures.” These 
are fixtures and equipment installed 
by the tenant as necessary for the 
actual conduct of his business. Such 
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Improve & Better—Continued 


fixtures must be removable without 
any substantial injury to the build- 
ing or other realty. 


Trade Fixtures 

Typical items of “trade fixtures” 
are: Counters, cases, mirrors, floor 
covering, special lighting fixtures, 
attached refrigerators, ma- 
chinery, bakery ovens, etc. To be 
classed as tenant’s trade fixtures, 
any item must possess the following 
characteristics : 
1. Be affixed to the building or other 
realty by the tenant. 
2. They must be intended for use in 
connection with the pursuit of a busi- 
ness, trade or profession. 
3. They must not become a part of 
the building or other realty under the 
terms of the lease-or rental agree- 
ment. 
4. Removal when the tenant vacates 
the building must be intended. 
5. They must not be a substitution 
for an essential part of the building 
or other reality. 
These trade fixtures are not insur- 
able as improvements and _ better- 
ments. 

Since we 


signs, 


are considering the 


writing of insurance on improve- 


ments and betterments, it might be 
well to give further thought to the 
type of property involved. A lessee’s 
improvement or betterment can be 
defined as anything answering the 
following requirements under all 
conditions : 


1. Those affixed to building or other 
realty by lessee. 

2. Under certain specific conditions 
forbidding removal or the lack of 
lease provisions specifically permit- 
ting removal by lessee : 

a. So considered because of pro- 
visions of the lease, or in the absence 
thereof ; 

b. Those installed in substitutes for 
an essential portion of the building 
or other realty ; 

c. Those not removable without be- 
ing made valueless for further use; 
d. Those not removable without 
substantial injury to the building or 
realty. 


Typical Items 


Typical cases of items that would 
not be removable without being ren- 
dered valueless for further use 
would involve mastic, tile or wood 
floors; store fronts, tile walls, plas- 


tering, brick work, metal ceilings, 
painting, roofing, gypsum tile or stud 
and plaster partitions, etc. 

Typical cases of items that could 
not be removed without substantial 
injury to the building or realty in- 
clude concealed ventilating ducts, 
piping, wiring, etc. Title to improve- 
ments added to a building or other 
realty by the lessee becomes imme- 
diately vested in the lessor, unless 
otherwise provided by the terms of 
the lease. 

When the lease gives the tenant 
the right to remove the improve- 
ments at or before expiration of the 
lease, there is doubt that the land- 
lord has any insurable interest. It 
has been said that a mere expectancy 
does not give an insurable interest. 

Since improvements and _ better- 
ments made by the lessee become a 
part of the building and therefore 
property of the owner, the building 
owner must include the value of the 
improvements and betterments as 
part of the building in determining 
how much insurance to carry. Nat- 
urally this is of greatest importance 
when the insurance is written with 
coinsurance. The owner would sim- 
ply include the replacement value of 
the improvements less depreciation. 
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The lessee has a more difficult 
problem in determining his insurable 
interest in improvements and better- 
ments. Suppose the improvements 
are damaged by fire or other peril 
before the lease expires. The tenant 
has lost no property—because he 
does not own the improvements. But 
he has lost the use of them—and it 
was for this that he made his invest- 
ment. The insurance protection he 
buys is against financial loss from 
being deprived of the use of improve- 
ments because of their destruction 
by a particular peril. 

The lessee can insure his interest 
in the improvements and betterments 
along with his furniture and fixtures. 
Another way is to buy an improve- 
ments and betterments form. Before 
the adoption of the 1952 form, there 
was still another way to write a pol- 
icy. This was to write a contract 
insuring both the owner and the 
lessee by which the loss would be 
paid on the basis of replacement of 
improvements less depreciation. This 
cannot be done today in most states. 


With this background, I believe 
the stage is set for the “battle.”” Who 
started this “battle” anyway? The 
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record seems to indicate that the 
Western Actuarial Bureau laid the 
ground work for it. They did it by 
issuing a revised improvements and 
betterments form in 1952. This 
form was adopted in other jurisdic- 
tions. 


It Takes Two 


It takes at least two to fight. The 
opposition came from insurance pro- 
ducers and buyers. The producer 
had trouble understanding and ap- 
plying the new form. The insured 
objected because they could not 
make double loss recoveries. Under 
certain conditions, the tenant 
wouldn’t be paid under the new 
form. This was because the form 
was changed from a “sole and un- 
conditional ownership” basis to a 
“use interest” basis. The new form 
made it impossible to write a policy 
on improvements and _ betterments 
jointly in the name of the building 
owner and tenant. 


While producers in New England 
opposed this new form in January of 
1953, stronger opposition developed 
when an officer of a Des Moines, 


Iowa department store took his com- 
plaints to the insurance companies 
and to the national retail dry goods 
association. This insured attempted 
to preserve the ability of the insur- 
ance buyer to obtain the old form 
using the and unconditional 
ownership” provision. He said that 
the new endorsement raised some 
serious problems at some of their 
locations. The insured, over a long 
period, had entered into long term 
lease agreements for buildings on the 
basis and with the understanding 
that they could insure its improve- 
ments and betterments under the 
sole and unconditional ownership 
clause. 

One example of the hardships pro- 
duced by the new endorsement was 
that, one of their leases contained a 
provision that if the building were 
destroyed or damaged, the owners 
did not necessarily have to rebuild 
unless this could be done from col- 
lectible insurance. The building 
owner did not carry replacement in- 
surance and did not carry sufficient 
insurance to rebuild the property, so 
one can see where that left the 
tenant. 


“sole 
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There’s a lot of talk these days about 
the future of the American Agency 
System. 

A lot of talk . . 
and in certain places some pretty pointed 
predictions that the system has seen its 
best days. 


. a lot of criticism... 


We don’t agree... 
We firmly believe — just as we have 
always believed — that the American 
Agency System provides the best way 
to serve the needs of the insurance 
buying public. 

For insurance is essentially a personal 
product — like medicine or legal advice. 
And, like medicine and the law, it deals 
with a very basic phase of a man’s life 
his economic security and that of his 
family and his business. 

Impersonal, mass merchandising 
methods may be very well for ordinary, 
tangible products where the product 
itself represents the important value 
and where personal service is of little 
consequence. 

But insurance is different. Just as 
patent medicines and popular books on 
law cannot replace competent medical 
and legal counsel so, too, we believe 
that cut-and-dried methods of insur- 
ance merchandising can never replace 
the personal counsel and the advice 


We don’t agree... 


of independent, local insurance agents. 


— Only able, professionally trained 
local agents can supply the skill and 
knowledge that assures each client 
of an insurance program exactly 
fitted to his needs. 





— Only personally-interested, con- 
scientious local agents who are well 
known, well established in their 
communities, and in frequent con- 
tact with their clients, can offer a 
full measure of service and help in 
time of need. 





These are the extra values that make 
insurance sold through the American 
Agency System worth more. These are 
the great strengths that have won su- 
premacy for the system in the past — 
and they are as valid today as ever. 

Yet we are mindful of the dangers of 
complacency. We are acutely conscious 
of the fact that much can and should 
be done — by companies and agents 
alike — to better equip themselves for 
the very real competitive challenges 
which lie ahead. Currently, our best 
organizational efforts are being directed 
toward this end. 

Yes, the American Agency System 
still looks good to us—and we will 
continue to support and advance its 
cause in every way we can. 


ETNA CASUALTY AND SURETY COMPANY 
AUTOMOBILE INSURANCE COMPANY 


STANDARD FIRE INSURANCE COMPANY 
Affiliated with AXTNA LIFE INSURANCE COMPANY 


Hartford 15, Connecticut 
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ADJUSTERS AND THE COMPANIES 


N RECENT years it has become 

almost a fashion for articles to be 

written and speeches to be de- 
livered on the relationship between 
insurance companies and independ- 
ent adjusters who represent them. 
We have carefully reviewed these 
articles and speeches and have ar- 
rived at the interesting conclusion 
that the standpoint adopted by all 
the writers and speakers whose work 
has come to our knowledge is that 
the adjuster owes certain duties to 
the company he represents. Since it 
is, therefore, incumbent upon him 
to understand clearly what these 
duties are, they have been faithfully, 
conscientiously and sometimes la- 
boriously set forth for him both by 
company men and by experienced 
adjusters. Sound advice, based upon 
accumulated experience, is now at 
the disposal of any adjuster who 
wishes to know just what is ex- 
pected of him by the company which 
engages his services, or who desires 
to learn the nature and scope of the 
duties imposed upon him, once the 
contractual engagement of his serv- 
ices has taken place. 


Duties and Rights 


This is as it should be, and we 
are well satisfied to find that the 
adjuster’s duties have been so ably 
demarcated and defined. However, 
as men whose roots have gone deep 
into the law on the one hand and into 
the psychological study of human be- 
havior on the other, we are bound to 
make the observation that both in 
abstract jurisprudence and in prac- 
tical everyday life duties do not exist, 
nor can they be expected to be as- 
sumed, unless and until those duties 
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BERNARD WARSHOWER 
and 
MARCUS GRANTHAM, Ph.D. 
Reliance Service Bureau 
New York, N. Y. 


are accompanied by the simultaneous 
assertion and existence of rights 
belonging to the person from whom 
the duties are demanded. Duties 
and rights are but the two sides of 
the same medallion, and, if that 
medallion is to remain emblematic 
and symbolic of human justice, it 
must always remain engraved on 
both sides. A one-sided medallion, 
where only duties exist and where 
the person performing those duties 
has no rights, can only be symbolic 
of systems of life and thought which 
are abhorrent to the entire heritage 
of our country. 

It was in this spirit of reflection 
that our review of the relevant litera- 
ture brought us to the somewhat 
startling conclusion that we could 
not find anywhere even an isolated 
reference to any rights possessed by 
the adjuster in reference to the com- 
pany which has engaged his services, 
or to any duties owed by the com- 
pany to the adjuster whom it em- 
ploys. We asked ourselves whether 
this lacuna in the literature was in- 
tentional, whether company men 
who had written on the company- 
adjuster relation had been too pre- 
occupied with their own side of the 


medallion to 


devote themselves to 


the obverse side, and whether ad- 
justers who had dealt with the same 
relation had tactfully decided, in 
view of the competition rife amongst 
them for the securing of company 
business, to ignore their rights, on 


the theory that discretion is the 


better part of financial success just 
as it is of valor. 

We confess our inability to an- 
swer the question we posed our- 
selves, or at least to formulate an 
answer which would be both realistic 
and at the time charitable. 
After pondering the matter deeply, 
we arrived at the decision that dis- 
cretion, if it be, indeed, discretion 
which has caused the remarkable 
omission to which we have referred, 
must sometimes be cast to the winds, 
and that, precisely in order to further 
and strengthen the reciprocal con- 
nection between the company and 
the adjuster, the time has come when 
an initial attempt must be made to 
formulate the rights of the adjuster 
and to bring into sharp focus what 
the adjuster expects from the com- 
pany which engages his services. In 
what we have to say, we speak en- 


same 


tirely for ourselves and we in no 
manner wish to imply that our 
thoughts have the approval or con- 
currence of any other adjuster or 
any organization of adjusters. We 
think we may also say with con- 
fidence that our many company 
friends and clients in every part of 
the United States and Canada will 
not doubt the sincerity of the motives 
which actuate us in attempting this 
initial formulation. 


Clear Instructions 


\n adjuster, on receiving an as- 
signment from a company, has the 
right to expect that he will receive 
clear and unequivocal instructions. 
He should expect to receive details 
of the coverage afforded, and to be 
informed of any riders or endorse- 
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Adjusters & Companies—Continued 


ments attached to the policy which 
may have any bearing upon the in- 
vestigation or adjustment he is re- 
quested to undertake. Once this 
right is stated, it would seem to be 
almost axiomatic that it would de 
accorded the adjuster without any 
question on the part of the company. 
But assigning companies really con- 
sist of individual claim examiners, 
and many is the claim examiner who 
has, in his initial transmittal letter, 
forgotten to state one or other of 
the details which are essential to a 


complete understanding of the na- 
ture of the particular case assigned. 
It is this same examiner who will be 
so eager to point out any omission 
on the part of the adjuster in his 
report to the company, or any hiatus 
in the chain of investigation which 
the adjuster should have carried out. 
It may also happen that the adjuster 
dare not carry out his investigation 
or make his settlement before first 


verifying the coverage, details Oofy* 


which should have been already 
given to him, and thus valuable time 
and the opportunity of making a 
most advantageous settlement may 
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Thirty Momentous Years-1924-1954 


Have any 30 years in history been more momentous? 
Looking back three decades to 1924 when The Manhattan 
commenced business, we doubt it. The Roaring Twenties, The 
Terrific Thirties, The Warring Forties and The Uneasy Fifties 
— all have posed special challenges in insurance as in many 
other fields. The Manhattan has taken each challenge in stride. 
With the continuing loyalty of our thousands of friends in the 
American Agency System, we face the challenge of the future 
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be irretrievably lost. This, then, is 
the first item in our adjusters pro- 
posed Bill of Rights. 

Together with all necessary details 
of; the loss required tobe investi- 
gatéd; including precise and not mis- 
typed names of individuals and street 
#ddresses, the company should state 
in clear language what it does and 
does not expect the adjuster to do 


in the course of carrying out his 


assignment. This applies especially 
where the company only occasionally 
assigns a loss to the adjuster con- 
cerned, and where the latter there- 
fore has but a limited experience of 
the individual practice and procedure 
followed by that company. It is 
quite amazing to realize how very 
different such practice and proce- 
dure really is. 

One company asks an adjuster to 
handle for it a simple automobile 
physical damage claim and expects 
that the adjuster will make no com- 
mitments without first referring for 
instructions and approval to the com- 
pany. Another company uses pre- 
cisely the same form of words in its 
assigning letter and, when the ad- 
juster writes his preliminary report 
and requests approval for the basis 
upon which he proposes to adjust 
the loss and authorization to take a 
proof of loss, the retort of the claim 
examiner is to the effect that the 
loss should have been adjusted and 
the proof taken on the adjuster’s 
first visit to the assured, and that the 
incurring of further expense in the 
making of a second visit is not 
viewed with favor. 


Third Party Claims 


Especially in the assigning of 
third party bodily injury claims is 
this lack of clear instructions evi- 
dent. One company will expect an 
adjuster to settle such a claim using 
his own discretion within quite wide 
limits. It will be disappointed if the 
adjuster, because he does not know 
what is the extent of his authority, 
refers to the company for authoriza- 
tion, and then, when this is given, 
writes again to the company stating 
that he has lost control of the claim 
and that it is now in the hands of 
an attorney. An adjuster expects to 
receive from the company in its 
originating letter clear instructions 
as to the extent of the authority 
accorded to him, and, so great is 
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this necessity, if claims are to be 
given the speedy and efficient service 
demanded, that it would be wise for 
all companies to draw up a memo- 
randum of a general nature outlining 
exactly what procedure it expects 
the adjuster to adopt and what 
authority it accords to him. This 
memorandum would be sent by the 
company with its first assignment to 
a new adjuster, and it would there- 
after remain with the latter as a 
statement of guiding principles to 
be followed by him in all future 
assignments from that company. 


A Clear Indication 
Even small matters, such as 
whether or not to refer to the com- 
pany before assigning a physical ex- 
amination of a claimant should be 
dealt with in such a memorandum. 
Many companies even wish to be 
referred to before the adjuster as- 
signs the appraisal of an automobile 
to an independent appraiser, but 
these companies will often fail to 
point this out to the adjuster in their 
original letter, and will then give 
him an uncomfortable feeling when 
they write, in answer to his first 
report, that he should have first 
referred for authority to the com- 
pany before assigning the appraisal. 
Countless other examples, some 
small and of an irritating nature, 
some large and of basic importance, 
will come to the mind of the reader 
in connection with the individual 
practice and procedure of the count- 
less companies throughout this coun- 
try. Is it not, then, one of the funda- 
mental rights of an adjuster that 
he should expect to receive from the 
company a clear indication of the 
precise practice it wishes him to 
adopt on its behalf? We think it 
safe to say that a clear indication of 
the extent of authority accorded to 
the adjuster should be the second 
item in the adjuster’s Bill of Rights. 

We come now to a very important 
right which an adjuster must, in our 
opinion, claim from the company. 
He must demand the right to have 
his opinions with regard to local 
values and conditions respected, even 
if his recommendations are not fol- 
lowed. He is the man who has prob- 
ably spent years in the same com- 
munity, constantly keeping his finger 
on the pulse of general opinion, 
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judges’ prejudices and awards of 
local juries. If he values his reputa- 
tion he will be very careful not to 
make a recommendation or to ex- 
press an opinion as to the value of 
a case without having given very 
careful consideration to the circum- 
stances prevailing. 

Furthermore, if he expresses an 
opinion regarding liability, he be- 
comes somewhat disconcerted if he 
receives a letter from the company 
saying that a decision with regard to 
such a question is the prerogative 
of the company and implying that 
such an expression will not in future 


be welcomed. If he fails to express 
an opinion on liability he will be 
equally disconcerted to hear from 
the company that this is mainly what 
the company has engaged him to do, 
and that the home office claim ex- 
aminer cannot be expected to form 
such an opinion when he is one or 
two thousand miles away. It is quite 
clearly the inalienable right of the 
adjuster that his opinions should be 
sought and received by the company 
with respect and that due weight 
should be accorded them. This, 
therefore, is the third item in the 
Bill of Rights. (Continued on page 79) 
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FREEDOM OF THE PRESS... Elijah Lovejoy 
wrote for the St. Louis Observer condemning 
slavery and recommending gradual emancipa- 


tion. He was requested to moderate the tone of 


his articles. but replied by reiterating his views 
and stressing his right to publish them. Threats 
of mob violence forced him to move to Alton, 


Illinois. where, in 1837, his presses were de- 


stroyed and he was killed. The incident strength- 
ened abolitionist sentiment and Lovejoy became 
a hero to friend and foe alike. 


’ P 
Our strict adherence to the principles of democracy 


has gained the confidence of the Agents of 


America, of which we have a great appreciation. 
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Drummer for Disaster 


KAY, that’s settled,” the as- 

sistant sales manager of John 

Doe & Company said to his 
boss, “I'll tell Mr. Gloomie.” 


A Sour Individual 


He sounded cheerful enough, but 
he wasn’t happy about what he was 
going to tell Mr. Gloomie. The as- 
sistant sales manager of John Doe & 
Company didn’t like Mr. Gloomie’s 
attitude toward anything. Mr. G., 
you see, was a sour individual who 
looked for the dark side of every- 
thing, and when he found it, would 
describe his discovery in a few thou- 
sand or more words. 


Against Appointment 


The assistant sales manager was 
to inform Mr. Gloomie that the lat- 
ter had been selected to make a trip 
as sales representative for John Doe 
& Company. Mr. Gloomie was to 
pinch hit for Starr Seller, a regular 
salesman who had been put to bed 
by a bug. 

The assistant sales manager had 
argued against Mr. Gloomie’s ap- 
pointment. “A man of Gloomie’s 
disposition shouldn’t be permitted to 
go within shouting distance of the 
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trade. A salesman, in my book, 
should be cheerful and enthusiastic 
around customers regardless of what 
he hears, thinks or sees. 
boss, is strictly 3D. He is always 
talking of disaster, doom and depres- 
sion.” 


Gloomie, 


3ut the boss had waved these ob- 
jections aside. “I'll admit Gloomie 
is a little pessimistic, but he’s an old 
hand with the company. Knows all 
our customers—even if he has never 
called on them. All he'll do is take 
orders, anyway. Seller has the terri- 
tory sold solidly. Besides, the trade 





fhe 


“Worst of all, now we have to pay rent for 
the office downstairs.” 


is ready to order right now for next 
season. We've got to get somebody 
out. I’m too busy to go, and so are 
you. Gloomie can’t do any harm, 
and the trip might give him a better 
slant on things.” 


Gloomie Took to the Road 


So Mr. Gloomie took to the road. 
His first objective was the Titanic 
Corp., one of John Doe and Com- 
pany'’s biggest and best accounts. 
When he reached that organization, 
he was immediately ushered into the 
purchasing agent’s office ahead of 
what seemed to be a score or more 
of waiting room hopefuls. 

The purchasing agent greeted Mr. 
Gloomie as if the latter were a rich 
uncle. He dusted off a chair, and 
told Mr. G. that even whilst they 
spoke, a fat order was being typed 
for John Doe & Company. Then the 
P. A. changed the subject. 


How's Business 


“How is business with you 
folks ?” he asked of Mr. Gloomie. 
“Right it’s Mr. 
Gloomie answered. Then he added 
in a voice that sounded like some- 
thing out of a sepulcher, “but it 
Pea 


nued n the page 


now good,” 


next 
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Sales Slants—Continued 


won't last. It can’t. And I'll tell you 
why. We—” his voice fell to deep, 
dreadful whisper. 


“Excuse me,” the purchasing 
agent said when the prophet of dis- 
aster had finished. He left his office 
and went to his assistant’s desk. 
There was a fast consultation, some 
figuring, and finally, a decision. 
“That's right,” the P. A. said, “cut 
that Doe order right down the mid- 


dle. We can always place the other 
half later—if we have to.” 

At his next call—on Colossal In- 
dustries—Mr. Gloomie had real 
news for the buyer. After his pre- 
liminary blues talk, he said in his 
most ominous manner, “This is con- 
fidential, off the record and off the 
cuff, you understand, but one of 
your largest competitors is slicing 
orders right down the middle. That’s 
a fact; I know.” 

“Titanic, no doubt,’ the buyer 
said to himself. “They must know 
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something. I’d hate to get caught 
with my—.” Then he spoke out 
loud. “Let me see that order you 
just wrote, will you, Mr. Gloomie? 
Thank you. Uh-huh. I think we 
ought to change the quantity. If we 
need more |'il call you.” 


Call Us Again 


So it went all during the trip. Mr. 
Gloomie kept feeding the black fire 
with more fuel and it kept getting 
bigger and bigger. On his final calls 
he heard tunes like these: “We'd 
better go over our requirements 
again and let you know,” and, “Give 
us a little more time to consider 
this,” and, “Call us in about six 
weeks, will you, Mr. Gloomie?” 

In good time (or was it bad?) 
Mr. Gloomie returned to the office 
of John Doe & Company. He met 
with the sales manager and assistant 
sales manager. Almost immediately, 
the S. M. asked for the orders Mr. 
G. had garnered. 

As the executive scrutinized, his 
forehead began to corrugate, then a 
frown pulled his brows together, and 
finally, his face whitened. With 
trembling hand, he handed the or- 
ders to his assistant. 

“Go over these carefully,” he said, 
“something is awfully wrong.” 


Something Wrong 


The assistant murmured as he 
checked: ‘‘No orders for Acme, Na- 
tional, Peerless. And the quantities 
on the others are away off.” He 
looked at the boss in disbelief. 

Finally, the sales manager broke 
the spell. ““Mr. Gloomie,” he asked 
coldly, “can you explain why the 
territory you covered—our biggest 
and best—shows such a shocking 
decline in business while all others 
have a fine increase ?” 

“IT certainly can,’ Mr. Gloomie 
said. “The people in that territory 
are well-informed. And they profit 
by wise counsel. Their orders, or 
lack of orders, prove what I have 
been predicting for a long time: 
That disaster is coming. Some peo- 
ple’—he looked meaningly at the 
assistant sales manager—‘‘have 
brushed off my warnings. But I told 
them, just the same. I told them.” 

And how Mr. Gloomie told them. 


Reprinted from the Phoenix Flame, a publica- 
tion of the Phoenix Metal Cap Company. 
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Adjusters & Companies—from p. 75 


Following closely upon the heels 
of his third, is the adjuster’s fourth 
right. He has the right to expect 
from the company a prompt answer 
to his correspondence and a clear 
reply to any questions submitted by 
him for the company’s decision. It 
is unfair to the adjuster that his 
reports regarding an attorney’s de- 
mands should be ignored and that he 
should be subjected to the unkind 
remarks of the attorney who tele- 
phones him each week only to be told 
that the company has still not re- 
plied. If a company regards an at- 
torney’s demands as being unaccept- 
able, or as being of such a nature 
that a counter offer is out of the 
question, it should write promptly to 
the adjuster informing him to this 
effect. It is also unfair to the gen- 
eral reputation of the adjuster that 
an assured whose loss he has settled 
or a claimant whose release he has 
taken should telephone him day after 
day asking when the company’s draft 
will be forthcoming. General human 
nature makes the responsibility for 
such dilatory procedure fall upon 
the head of the adjuster and not 
upon the shadowy company which 
at all times remains in the back- 
ground. The fourth item in the ad- 
juster’s Bill of Rights therefore 
consists in the right to receive at all 
times prompt action on the part of 
the company. 


Overshadowing, perhaps, all the 
rights hitherto discussed, is the ad- 
juster’s right to a realization on the 
part of the company of the difficulties 
which sometimes confront him when 
he fails to develop, in the course of 
his investigation, just that point 
which the company is so anxious to 
know, or when he fails to secure 
from a material witness a signed 
statement or any statement at all, or 
when he is unable to dispose of a 
personal injury claim for the twenty- 
five or fifty dollars authorized by the 
company. The adjuster is a human 
being, one who, by the very nature 
of the tensions created by his work, 
is often a harassed individual. He 
is neither a superman nor is he a 
fool. He realizes that his livelihood 
depends upon the exertion of every 
effort to adjust claims successfully, 
and he will, of his own accord, put 
forth his best endeavors to satisfy 
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the company in regard to the case 
assigned to him. 


Lack of Sympathy 


If he is unsuccessful in any way, 
it will be a source of disappointment 
and dissatisfaction to him, but his 
disappointment will turn to bitter 
chagrin if, in addition to the frustra- 
tion caused by his failure to conclude 
the assignment successfully, he re- 
ceives a critical letter from the com- 
pany indicating not only the com- 
pany’s lack of sympathy with the 
difficulties which have confronted 
him, but expressing its disapproval 


at his failure. This does not mean 
to imply that the adjuster does not 
welcome criticism. He is only too 
anxious to receive that kind of crit- 
icism which will help him to build 
up the case he is constructing to the 
point where he can conclude it suc- 
cessfuly. He is also, as a human 
being, deeply gratified if he receives 
a few words of praise for a piece of 
work well done, and very often such 
words will compensate him far more 
than the few dollars which he re- 
ceives as his fee. A company’s sym- 
pathetic understanding is what the 
(Continued on the next page) 
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adjuster seeks throughout his pro- 
fessional life, and 
item 


this, therefore, 
becomes five in his Bill of 
Rights. 

While on this subject of the bond 
of understanding which should exist 
between the company and the ad- 
juster, we may say, in passing, that 
there are two concrete ways in which 
this bond may be developed and 
strengthened. The first is that a di- 
rect representative of the company’s 
home office should endeavor to make 
the personal acquaintance of all the 
adjusters employed by the company. 
Such a practice of establishing per- 


sonal contacts is adopted by all com- 
panies in regard to its agents. But 
the producers are, as we have re- 
marked on a previous occasion, but 
the first link in the chain of a com- 
pany’s dealings with the public. The 
adjuster represents the other link, 
and it is, in our opinion, of vital 
importance that he and his personal- 
ity should be known to the com- 
pany’s home office representative. 
The second way in which the com- 
pany can successfully develop its 
bond of understanding with its ad- 
justers is by having a home office 
representative attend the various 
conventions held by the state and 
national associations of adjusters. 
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In an atmosphere of cordial con- 
viviality the company’s representa- 
tive will be able to form an opinion 
at first hand both of the body of 
men into whose hands the company 
confides its claims, and also of the 
individuals comprising that body. It 
is our earnest hope that more and 
more home office men will adopt the 
practice of attending the more im- 
portant adjusters’ meetings. 

We have by no means exhausted 
the topic we set out to discuss nor 
have we enumerated all the items 
which should form part of the ad- 
juster’s Bill of Rights. It was not, 
indeed, our intention to write, in the 
short compass of this article, a com- 
prehensive treatise on the rights 
which an adjuster may legitimately 
expect to be accorded to him by the 
company he represents. It was much 
more our desire to point the way to 
further discussions, both by com- 
pany men and by other adjusters, of 
the hitherto completely neglected 
question to which we have drawn 
attention, and, if our brief words 
give rise to further contemplation 
and discussion of this question, we 
shall be well satisfied. 


HURRICANE DAMAGE 


CATASTROPHE SERIAL NUMBER 53 
was assigned by the National Board 
of Fire Underwriters to hurricane 
“Carol” which struck Long Island 
and New England on August 31. 
The death toll exceeded fifty and it 
is estimated there will be some 200,- 
000 claims for insured losses totaling 
between $50 and $75 million. This 
is considerably higher than early 
estimates and compares with the $10 
million insured loss suffered in the 
1938 hurricane which hit much of 
the same area. Many more proper- 
ties are insured than was the case 
in 1938 and premium volume on this 
class has increased eight-fold in the 
intervening sixteen years. Sections 
of five New England states were de- 
clared disaster areas by the Federal 
government. 

Some of the New England areas 
battered by hurricane “Carol” suf- 
fered an additional insured loss esti- 
mated at $40 million from hurricane 
“Edna” which hit September 11. 
Catastrophe number 54 was assigned 
by the National Board of Fire Un- 
derwriters to ‘Edna’ losses. 
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The following questions and answers are from the final examination 
given the students of the Casualty (Claims) course conducted by the 
School of Insurance of the Insurance Society of New York, N. Y. C. 


Question |. 


Insurance company “X”’ issued a 
standard automobile liability policy 
covering the insured’s legal liability 
for bodily injury and property dam- 
age. An employee of a public garage 
wherein the insured stores his car, 
is delivering the car from the garage 
to insured’s home when the car 
accidentally strikes a pedestrian. 
Suit is filed against the garage 
owner, the garage employee who had 
driven the car, and the insured. 

a. Does company “X” have an obli- 
gation to defend each of them? Ex- 
plain. 

b. What other type of liability pol- 
icy would cover one or more of the 
persons being sued? Explain. 

c. Is there any form of automobile 
insurance that would cover the pe- 
destrian for his medical 
regardless of liability ? 


expenses 


Answer: a. Company X has an obli- 
gation to defend only the named 
insured and not the garage owner 
or his employee. Coverage for any 
accident arising out of the use of a 
vehicle by a garage, showroom, or 
a parking lot is excluded from the 
standard liability automobile policy 
except as to the named insured. 

b. The garage owner and his em- 
ployee would be covered by a garage 
liability policy. This policy protects 
the garage owner and his employees, 
partners, and stockholders while 
they are actively engaged in any 
operation that has to do with the 
business. Coverage is provided for 
automobile accidents on and away 
from the premises. 

c. Yes, if the pedestrian had a stand- 
ard automobile liability policy with 
an extended medical coverage clause 
the extended medical coverage clause 
would cover the pedestrian within 
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the specified limit for all reasonable 
medical expenses incurred regardless 
of liability. 


Question 2. 


Insured has an automobile policy 
providing $50 deductible collision, 
and comprehensive physical damage, 
(actual cash value—no deductible), 
coverage. Which of the following is 
covered and in what amount? State 
reasons for your answers. 

a. While driving the insured car 
into his private garage the insured 
misjudged the clearance and dam- 
aged his car to the extent of $160. 
The garage door was damaged to 
the extent of $80. 

b. While parked in an area adjacent 
to a restaurant wherein the insured 
was dining with his friends, a thief 
gained entrance to insured’s car by 
breaking a window. The cost of re- 
placing the glass was $12. The thief 
also stole the car radio from under 
the instrument panel. The cost to 
reinstall a radio was $65. Also miss- 
ing were the insured’s friend’s cam- 
era worth $20, a robe valued at $10, 
and insured’s overcoat valued at $70. 
c. The insured’s terrier chewed and 
badly tore the car’s upholstery. The 
cost to repair the upholstery was $42. 
d. The tires were badly slashed be- 
yond repair, obviously the act of 
vandals. The cost to replace the 
tires was $100. There was no other 
damage. 
Answer: a. lf the insured damaged 
his car by collision to the extent of 


| HENRY DIMLING 


24-hour service—companies 





only 
CASUALTY — ALL AUTO- 
MOBILE — CARGO — IN- 
LAND MARINE—TRAILER 
HO 


MES 
Dunkirk 8-961|—Day or Night 
3505 West éth Street 
Los Angeles 5, Cal. 











$160, he would bear the first $50 
in repairs himself and be reimbursed 
$110 for The 
garage door damaged to the extent 
of $80 would not be covered. 


his collision loss. 


b. The insured would be reimbursed 
for the broken window in the amount 
of $12 under the 
The radio would 
covered in the amount of $65 under 


comprehensive 
policy. also be 
Che cam 
era worth $20 and the robe for $10, 
as well as the insured’s overcoat 
for $70 would not be covered. Per 
sonal effects, clothing etc. are not 
covered under a theft policy. 

c. The insured would be reimbursed 
for the upholstery in the amount of 
$42. 

d. The slashing of the tires to the 
extent of $100 damage would not be 
covered. 


the comprehensive policy. 


There is an exclusion in 
the policy eliminating this type of 
coverage. 


Question 3. 


The named insured has a compre- 
hensive personal liability policy. His 
son, age 12, who resides with him, 
is riding a bicycle and strikes a 
pedestrian. Both the son and the 
pedestrian are injured. Explain your 
answers to the following: 

a. Are the son’s medical expenses 
covered by the policy? 

b. Are the pedestrian’s medical ex- 
penses covered by the policy? 

c. Is the pedestrian’s claim for dam- 
ages, resulting from the alleged neg- 
ligence of the son, covered by the 
policy ? 

d. Under what circumstances is a 
parent chargeable with his infant 
son’s negligence ? 
Answer: a. No, the son’s medical 
expenses are not covered by the 


; ; ; 
{Continued on the next page 
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Quiz of the Month—Continued 


policy. Under the insuring agree- 
ments medical expenses of the in- 
sured, his spouse, or.anyone in his 
household are not covered. Medical 
expenses are payable only to third 
parties injured. 

b. Yes, the pedestrian medical ex- 
penses are payable under the terms 
of the policy. 

c. Yes, under the terms of the policy 
the son would be one of the named 
insured and his alleged negligence 
is covered. 


d. 1. If the parent takes part in the 
negligent acts of the child. 

2. Ifa parent gives a child an instru- 
ment although not dangerous in it- 
self, but because of the use put to it 
by a child could be dangerous and 
harmful, the parent is also negligent. 
3. If the parent entrusts a dangerous 
article to a child, and someone is 
injured the parent is liable. 

4. If a parent knows of a child’s 
dangerous acts and disregards them 
then the parent can be held liable. 

5. Where a parent knows that a 
child has dangerous peculiarities 
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towards others, and does not control 
the child, then the parent can be 
held liable for the child’s negligence. 
6. If the child at the time of the 
accident is acting as a servant of 
the parent. 


Question 4. 


The “Y” Corporation has an own- 
ers’, landlords’, and tenants’ policy 
covering its apartment building. 
Someone falls on a stairway in that 
building sustaining bodily injury. 
What facts would you investigate on 
the question of: 

a. ownership and control 

b. negligence 

c. contributing negligence 

d. damages 


Answer: 1, Find out who owns the 
building and whether a partnership, 
Corporation, etc. 

2. Who pays the employees of the 
building 

3. Who has charge of hiring and 
firing the employees 

4. If there is a Superintendent in 
charge of the premises 

5. Who is responsible for making 
inspections and repairs 

6. If there is a lease for the premises 
—lIs building leased in entirety. 

7. Has the named assured, retained 
any part of the premises for his per- 
sonal use. 

8. Did the named assured make any 
repairs prior to, or right after the 
alleged accident. 

9. When was the first notice re- 
ceived about a defect in the stairway 


b. 1. When was the last inspection 
made 

2. Who made the inspection 

3. Was there any complaint about 
the stairway prior to the accident 

4. Was there any violation of the 
Statutory Law 

5. What condition is the stairway in 
now 

6. Was there any foreign matter on 
the stairway 

7. Who cleans the stairway and 
when was it last cleaned prior to 
the accident. 

8. When was the first notice re- 
ceived—Was there time to prevent 
the condition. 

9. Whether or not there was ample 
light. 


c. 1. What was the injured person 
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doing on the premises? Was he an 
invitee, licensee or trespasser ? 

2. Had the injured person ever been 
on the premises before, how many 
times. Did he have prior knowledge 
of the defect, if any, which caused 
him to fall 

3. Did the injured person have 
knowledge of any defect in the stair- 
way 

4. Did the injured person use the 
stairway under anyone else’s direc- 
tion 

5. Was there any other avenue of 
traffic open 

6. Did the injured person look where 
he was going 

7. The injured person’s physical 
description. 

d. 1. The nature and extent of in- 
juries 

2. The place of first treatment and 
by whom treated 

3. The hospital, medical, surgical, 
ambulances and doctor’s bills 

4. How was the injured person 
transported from the scene of the 
accident. Was the injured person 
ever unconscious. 

5. Funeral expenses 

6. The injured person’s flat wage— 
total of wages lost. 

7. Was the injury permanent or tem- 
porary. 

8. The necessary expenses because 
of injury, domestic help, ete. 

9. How long was the injured person 
in the hospital and how long was 
he in bed at home. 

10. Whether any further medical 
treatment was needed. 


Question 5. 


a. What is meant by negligence? 

b. Name the different statuses of in- 
jured on premises. 

c. What is the duty owing to them 
by the occupier of the premises? 

d. Give a factual example of each. 


Answer: a. Negligence is the omis- 
sion to do something which a reason- 
able and prudent man would do, or 
the doing of something which a rea- 
sonable and prudent man would not 
do under the particular circum- 
stances. 

b. Business invitee 

Licensee 

Trespasser 

Social Guest 

c. Business invitee is owed reason- 
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able care by the occupier of the 
premises. To be a business invitee 
one must come upon land for a busi- 
ness reason, usually one the insured 
is engaged in and there must be a 
mutuality of interest in the subject. 
Licensee The occupier of the prem- 
ises lets a person use the land for 
the person’s own convenience. Duty 
owed is not to actively harm the 
person, and not to set any traps. 

Trespasser Comes upon land with- 
out the permission of the occupier of 


the premises. Duty owed is to ab- 

stain from willful acts and not to set 

any traps. 

Social Guest Comes upon land for a 

social reason only. 

The duty owed is the same as that 

owed to a licensee. 

d. Business invitee A salesman has 

an appointment to come to the prem- 

ises to see the occupier for a definite 

reason known to both the salesman 

and the occupier of the land. 
(Continued on the next page) 





Quiz of the Month—Continued 
Licensee—A man may cross a vacant 
lot owned by an insured, to catch 
his bus. He crosses this lot for his 
own convenience without any benefit 
to the insured. 

Trespasser One who comes upon 
land against the wishes of the land- 
owner. For example there may be 
signs posted telling the public to 
keep out, and the trespasser ignores 
the signs and comes upon the land. 
Social guest One who is on a per- 
son’s land exclusively for social rea- 
sons with no business interests in- 
volved, example dinner guest. 


TO WORK FOR MULTIPLE 
LINES 


A GROUP OF OHIO MUTUAL insur- 
ance companies has formed a com- 
mittee to work for the continuing 
betterment of insurance laws and 
practices in that state. Its first goal 
will be the legislation 
permitting multiple line operations 
in Ohio, the only state which pres- 
ently does not allow such operations. 
An educational campaign on this is- 
will be conducted among the 
public and candidates for the legis- 
lature. L. G. Purmort, president of 
Central Mutual Insurance Company, 
Van Wert, is chairman of the new 
organization. 

The comprising the 
newly-formed committee are: Bea- 
con Mutual Indemnity Co., Celina 
Mutual Casualty Co., Central Mu- 
tual Insurance Co., Druggists Mu- 
tual Insurance Co., Bureau 
Mutual Insurance Guarantee 
Mutual Fire Insurance Co., Hamil- 
ton County Mutual Insurance Co., 


passage of 


sue 


companies 


Farm 


Cos., 


Lumbermens Mutual Insurance Co., 
Merchants & Manufacturers Mutual 
Insurance Co., Motorists Mutual In- 
surance Co., Ohio Hardware Mu- 
tual Insurance Co., Ohio Mutual 
Insurance Co., Pioneer Mutual In- 
surance Co., Progressive Mutual 
Insurance Co., Shelby Mutual Cas- 
ualty Co., Sun Mutual Fire Insur- 
ance Co., Western Mutual Fire In- 
surance Co. and Western 
Mutual Fire Insurance Co. 

Commissioner Taylor of Oregon 
has indicated his department will not 
oppose any multiple-peril legislation 
which may be introduced at the next 
session of the Legislature. At pres- 
ent such coverage is not permitted 
by the state’s insurance code. 


Reserve 


TO REQUEST LARGER 
APPROPRIATION 


THE TEXAS BOARD of Insurance 
Commissioners is attempting to ob- 
tain an increase of about 25% in its 
appropriations to cover its opera- 
tions for the fiscal year starting 
September 1, 1955. It plans to ask 
the Legislature for an increase from 
the present appropriation of $1,- 
530,000 to $1,915,000. 


RECORD REVISED 


A MAJOR REVISION in format, edi- 
torial policy and distribution has 
been made in the seventy-six year 
old Fireman’s Fund Record, the 
oldest house organ in the fire insur- 
ance industry. Beginning with the 
September issue it was adopted for 
use by agents as an external house 
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organ and promotional medium. 
They will be able to purchase the 
magazine in quantities at less than 
cost, imprinted with the agents name 
and address, for distribution to their 
clients and prospects. 

Likewise the editorial content has 
been broadened to appeal to persons 
outside the insurance fraternity. 
While the insurance aspect is present 
it is unobtrusive. The entire maga- 
zine will be of professional quality 
with skilled writers, top-flight artists 
and original art covers in three 
colors. The September issue, for in- 
stance, carried articles on famous 
clocks, on summer picnics and on 
safety in the home. The second, 
third and fourth covers are used to 
carry the message of both the agent 
and the Fireman’s Fund Insurance 
Group. 


Copies will continue to be sent to 
producers by the Fireman’s Fund. 
These will include an additional four 
pages in the center of the magazine 
devoted to agency and company 
items and to sales ideas. 


CROP INSURANCE GROUP 


FIVE STOCK COMPANY GROUPS; the 
Agricultural, Boston, Fire Associa- 
tion, New Hampshire and Scottish 
Union and National, have formed 
the Crop Insurance Group to write 
hail coverage for growing crops. 
Operations will commence January 
1 and will be limited initially to 
Kansas, Minnesota, North and 
South Dakota, Nebraska, Illinois 
and Jowa. H. J. Clough, who has 
been in charge of farm and hail op- 
erations for the Providence Wash- 
ington Insurance Company, will 
head the new multi-company opera- 
tion with headquarters in or near 
Chicago. 
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Fire Insurance—Extended Coverage 
—Explosion—Unsuccessful Attempt to 
Use Steam Boiler Exclusion to Include 
Rupture and Bursting in Coverage. 


Allen v. Insurance Co. of North 
America (Pa. Super., 1954) 104 A. 
2d 191. 


While insured’s heating oil stor- 
age tank was being filled, the deliv- 
eryman saw curtains at the basement 
door move and then noticed oil 
seeping out under the basement door. 
The deliveryman entered the in- 
sured’s basement and found the oil 
leaking from a separation or split 
at a welded joint in the top of the 
tank. This aperture was 18 inches 
long and up to one inch and a 
quarter wide and evidently occurred 
during the filling process. 

In the Philadelphia Municipal 
Court a judge, sitting as a jury, 
held for the insurer in the insured’s 
suit to recover under extended cov- 
erage provisions. The insured then 
appealed to the intermediate appel- 
late court, the Superior Court of 
Pennsylvania, where the judgment 
in favor of the insurer was affirmed. 
The Superior Court first disposed 
of any claim that there had been an 
“explosion” in the ordinary sense, 
by pointing out that there had been 
no detonation or noise, no spraying 
of oil, and no smoke. However, the 
insured contended it was unneces- 
sary to prove a conventional explo- 
sion had occurred and pointed to 
the clause, “Provisions Applicable 
Only to Explosion,” where it was 
provided: ‘This Company shall not 
be liable for loss by explosion, rup- 
ture or bursting of steam boilers,” 
etc. The insured advanced the argu- 
ment that the grouping of the words 
“rupture or bursting” with the word 
“explosion” in that exclusion clause 
shows that these perils were re- 
garded and used by the insurer as 
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synonymous terms. The insured 
therefore argued there had been a 
rupture or bursting which events 
were meant to be included in the 
coverage of explosions. 

The court rejected this argument, 
and held the terms are not synony- 
mous, and that the use of “explosion” 
and “rupture or bursting” in the 
exclusion clause emphasizes the dis- 
tinction between the terms. Finally 
the court held: “The exclusion 
clause was concerned solely with the 
escape of steam, and the general defi- 
nition of the term explosion was not 
thereby enlarged.” 


Automobile Liability Insurance—Fi- 
nancial Responsibility Law—Suit 
Against Insurer, Claiming Damages 
for Loss of Insured's Operator's Li- 
cense—Insufficiency of Notice of Suit 
from Third Party. 

Hunsicker v. Buckeye Union Cas- 
ualty Co. (Ohio Court of Appeals, 
1953) 118 N.E. 2d 922. 


Hunsicker, the insured, parked 
his car on a hill, from which point 
it coasted downhill, damaging three 
parked cars. The property damage 
insurer settled with two of the own- 
ers, but had not reached an agree- 
ment with the third owner, when 
he filed suit in Cincinnati Municipal 
Court. Return of summons showed 
service at the insured’s residence, 
but the insured had moved, never 
received the summons or knew about 
the action. In due course a default 
judgment was taken against the in- 
sured. The attorney for the owner 
of the damaged car testified he 
notified the insurer of the suit by 
telephone. 

Subsequently Hunsicker, the in- 
sured, received verbal notification, 
by telephone, to surrender his oper- 
ator’s license to the Registrar of 
Motor Vehicles, and he did so. Im- 
mediately he advised his insurer of 


the default judgment and the insurer 
promptly satisfied that judgment. 

In the present action the insured 
sues for damages, claiming his au- 
tomobile liability insurer negligently 
failed to defend him and protect his 
interests and caused him to lose, 
temporarily, his operator’s license. 
The trial court entered judgment 
for the plaintiff, the insured, but 
recognizing there almost 
complete failure of proof of dam- 
ages, awarded as damages $100 and 
costs. On appeal to the Ohio inter- 
mediate appellate court, the judg 
ment was reversed and final judg- 
ment was entered for the insurer. 

In discussing the issues, the court 


Was at 


referred to the insuring agreement 
and the provisions for notice of 
claim and suit, and held the notice 
of suit requirement has two pur- 
poses. First, actual notice is pro- 
vided the insurer and, secondly, this 
procedure would facilitate the proc- 
ess of obtaining additional informa- 
tion to permit a proper defense. On 
the point that the property damage 
claimant’s attorney had given the 
insurer verbal notice of the suit, the 
Court flatly held such notice did 
not suffice as compliance by the in- 
sured with the notice requirements. 
Such notice by a third party did not 
“cast any duty of performance” upon 
the insurer. 

The Court further supported its 
decision by pointing out that valid 
service had not been made upon the 
insured, with the result that the 
default judgment in question was 
void. Further, the insured volun- 
tarily surrendered his operator’s 
license, whereas the Ohio Financial 
Responsibility Law lays down spe- 
cific procedures and conditions for 
revocation of an operator’s license. 
Two conditions were not met here: 
there was no valid judgment against 
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the operator, the insured, and he had 
valid liability insurance in force at 
the time of the telephoned request 
for surrender of his operator’s li- 
cense to the Registrar of Motor 
Vehicles. 

Therefore, the insured’s contribu- 
tory negligence, in not insisting on 
his rights to withhold his license 
from the Registrar, was held to be 
an additional ground barring his re- 
covery of damages from his insurer. 





ACTUARIES 
& ACCOUNTANTS 


CHASE CONOVER & CO. 
CONSULTING ACTUARIES AND 
ACCOUNTANTS 
135 SOUTH LA SALLE STREET 
CHICAGO 3, ILLINOIS 





Telephone Franklin 2-3868 








HARRY S. TRESSEL & ASSOCIATES 


Consulting Actuaries 


10 S$. LA SALLE STREET CHICAGO 3, ILL. 
Harry S. Tressel, M.C.A. Laddie Miler 
M. Wolfman, F.S.A. Wm. P. Kelly 
N. A. Moscovitch, A.S.A. E. K. Green 
Michael Kazakoff 

Franklin 2-4020 








Wolfe, Corcoran & Linder 


Consulting Actuaries 
Auditors and Accountants 


116 John Street, New York, N. Y. 








WOODWARD and FONDILLER, Inc. 


Consulting Actuaries 
Insurance Accountants 


L. ARBEIT J. RAYWID 


R. FONDILLER A. STAEHELI 
T. M. OBERHAUS M. T. WERMEL 
200 West 57th Street, New York 19 
Telephone PLaza 7-6612 
BRANCH OFFICES 
Washington, D. C. Les Angeles, Calif. 








WOODWARD, RYAN, SHARP 
& DAVIS 
Consulting Actuaries 


55 BROADWAY, NEW YORK 6 
Telephone HA 2-6840 











FIRE RATE REDUCTIONS 


REDUCTIONS OF UP TO 25% in 
fire rates filed by the New York Fire 
Insurance Rating organization be- 
came effective in New York on 
September 13. Generally the reduc- 
tions apply only to buildings and not 
to contents. Likewise the rates for 
extended coverage endorsements are 
not affected by the new filing. The 
new rates are estimated to represent 
a savings of $2,000,000 to New York 
City policyholders and an additional 
$4,000,000 in the remainder of the 
state. 


New Jersey Reduction 


The Fire Insurance Rating Or- 
ganization of New Jersey has filed 
a rate revision calling for a 12“%4% 
reduction of fire rates on dwellings 
in that state. It has also asked for 
an increase of 50% in the rates for 
$50 deductible extended coverage 
endorsements for dwellings and a 
100% increase in the rates for full 
coverage extended coverage endorse- 
ments for dwellings. The filing also 
calls for the extension of term rule 
privileges to all classifications. 


AUTO RATE CHANGES 


THE NEW RATE SCHEDULES on 
compulsory automobile liability in- 
surance announced by Massachusetts 
Commissioner J. A. Humphreys will 
result in an average reduction of 
6.3% for private passenger automo- 
biles and 7.6% for commercial ve- 
hicles while some taxicab rates will 
be higher. The overall saving to 
policyholders is estimated at $4,- 
Q00,000. These reductions are twice 
as great as those recommended by 
the carriers writing this line but a 
court appeal is not anticipated. 
Changes in classifications include a 
new 2-B classification for married 
couples under age 25 with children. 

Revised rates and rules for auto- 
mobile physical damage coverage 
filed by the National Automobile 
Underwriters Association became 
effective September 13 in Florida, 
Indiana and Ohio and September 20 
in Alabama. Rate changes which are 
applicable to both private passenger 
and commercial vehicles are esti- 
mated to represent an annual saving 


to policyholders of $1,530,000 in 


Florida, $1,635,000 in Indiana, $2,- 
000,000 in Ohio and $500,000 in 
Alabama. The new provision for a 
20% reduction in collision pre- 
miums for farmers’ private pas- 
senger automobiles has been adopted 
in all four states. 


REVISED GLASS RATES 


REVISED RATES FOR GLASS insur- 
ance filed in Florida and Colorado 
by the National Bureau of Casualty 
Underwriters became effective Sep- 
tember 8. The revisions result in an 
average statewide rate reduction of 
approximately 6% for Florida and 
an increase of 12% for Colorado. 


AUTO MANUAL REVISED 


CHANGES IN THE AUTOMOBILE 
casualty manual which revise the 
definitions of a “private passenger 
automobile” and a “commercial au- 
tomobile” have been filed country- 
wide, effective September 1, by the 
National Bureau of Casualty Un- 
derwriters and the Mutual Insur- 
ance Rating Bureau. The National 
Bureau’s filing has been approved 
in thirty-five states, Alaska and the 
District of Columbia and the Mu- 
tual Bureau’s in twenty-nine states 
and the District of Columbia. Under 
the new rules “a motor vehicle with 
a pick-up body, a delivery sedan or 
a panel truck owned by an individ- 
ual, with load capacity of 1,500 
pounds or less” and not customarily 
used for business other than in driv- 
ing to or from work is defined as a 
private passenger automobile. 


INSURANCE DEPARTMENT 
CHANGES 


JusTIN T. MCCARTHY has been 
appointed Director of Insurance of 
Illinois to succeed the late Robert 
E. Barrett. Mr. McCarthy has been 
active in the real estate and invest- 
ment business in Chicago and until 
recently was a director of the Pru- 
dence Life Insurance Company. In 
accepting the appointment, he stated 
that he does not anticipate any 
changes in departmental personnel. 

Commissioner Luke J. Kavanaugh 
of Colorado retired October 1 after 
more than fifteen years’ service in 
that position. No successor has yet 
been appointed. 
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——- LOYALTY GROUP=~ 


FIREMEN’S INSURANCE COMPANY 
OF NEWARK, NEW JERSEY 


ASSETS 
Ceth ces |6§912,107:98 
Mortgage Loans on Real Estate 995,304.57 
*Bonds ond Stocks____._ 116 551,150.52 
Interest due and occrved__. 146,025.98 
Premiums not over 90 days dve 5,116,346.70 
Real Estate 3,341,000.00 


All other Assets 10,047,431.78 


Total admitted Assets_$142,109,457.53 


LIABILITIES 
Reserve for Losses__—__$ 16,723,394.99 
Reserve for Unearned Premiums 57,852,314.71 
Reserve for Taxes ond Expenses 4,108, 133.00 
Reserve for other Liabilities 6,385,449.65 
Capital 11,575,000.00 
Net Surplus 45,465,365.58 


Tete! —_$142,109,457.53 


SURPLUS TO POLICYHOLDERS $57,040,365.58 
Securities carried at $3,094,994.84 in the above statement are deposited os required by lew. 


GIRARD INSURANCE COMPANY 
OF PHILADELPHIA, PA. 


DECEMBER 31, 1953 


ASSETS 
Coth  ceeeneS 675,016.05 
2,398.55 
10,936,351.46 
35,716.80 
1,636,387.84 


Mortgage Loans on Real Estote 

*Bonds and Stocks 

Interest due ond accrued 

Premiums not over 90 days due 

Real Estate 170,000.00 

All other Assets 80,422.65 
Total admitted Assets_$13,536,293.35 


LIABILITIES 
Reserve for Losses —___$ 1,747,22033 
Reserve for Unearned Premiums 6,427 869.68 
Reserve for Taxes and Expenses 459,593.00 
99,051.56 
1,000,000.00 
3,802,558.78 


Reserve for other Liabilities __ 
Capital 
Net Surplus 


Veted = —__$13,536,293.35 


SURPLUS TO POLICYHOLDERS $4,802,558.78 
Securities carried at $769,147.96 in the above stotement are deposited o3 required by low. 


MILWAUKEE INSURANCE COMPANY 
OF MILWAUKEE, WIS. 


DECEMBER 31, 1953 


ASSETS 
 —_ —eE———EE 
Mortgage Loans on Real Estate 
*Bonds and Stocks 30,253,368.57 
Interest due ond accrued 68,148.84 
Premiums not over 90 days due 2,806,477.72 
All other Assets 209,099.66 

Total admitted Assets_$35,026487.05 


$ 1,323,464.85 
365,927.41 


LIABILITIES 

Reserve for losses ______$ 4,742,455.18 
Reserve for Unearned Premiums 16,405,880.27 
1,263,131.00 
24,341.29 
3,000,000.00 
9,590,479.31 
$35,026,487.05 


Reserve for Taxes ond Expenses 
Reserve for other Liabilities __ 
Capital 
Net Surplus 
Total 





SURPLUS TO POLICYHOLDERS $12,590,479.31 
Securities carried at $2,616,996.36 in the above statement are deposited as required by law. 


THE METROPOLITAN CASUALTY INSURANCE 
COMPANY OF NEW YORK 


DECEMBER 31, 1953 


ASSETS 
———————— 
Mortgage Loans on Real Estate 
*Bonds and Stocks 35,814,363.79 
Interest due and accrued 104,544.19 
Premiums not over 90 days dve 3,145,227.05 
SG Cnt DONG ce 584,756.36 

Total edmitted Assets_$42,435,428.04 


$ 2,727,709.52 
58,827.13 


UABILITIES 
Reserve for Losses —__$17,267,043.00 
Reserve for Unearned Premiums 12,541,373.93 
Reserve for Taxes and Expenses 3,048,186.22 
Reserve for other Licbilities.._ 460,813.73 
Capital 1,500,000.00 
Net Surplus 7,418,011.16 
Total —___.___$42,435,428.04 


SURPLUS TO POLICYHOLDERS $9,118,011.16 
Securities carried at $4,241,375.40 in the above statement are deposited as required by lew. 


Western Department 


120 So. LaSalle St., Chicago 3, Illinois 


Southwestern Deportment 


912 Commerce St., Dallas 22, Texas 
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NATIONAL-BEN FRANKLIN INSURANCE 
COMPANY OF PITTSBURGH, PA. 


DECEMBER 31, 1953 


ASSETS 

CO $s 426 749,149.45 
*Bonds and Stocks 10,865,004.08 
Interest due and occrved —__ 34,486.89 
Premiums not over 90 days due 1,458,891.85 
Reol Estate 75,000.00 
All other Assets 95,235.45 

Total edmitted Assets_$13,477,765.72 


UIABILITIES 
Reserve for Losses ______$ 1,747,22033 
Reserve for Unecrned Premiums 6,044,271.68 
Reserve for Taxes ond Expenses 458,393.00 
Reserve for other Liabilities __ 61,551.67 
Capital 1,000,000.00 
Net Surplus 4,166,329.04 
Total ___$13,477,765.72 


SURPLUS TO POLICYHOLDERS $5,166,329.04 
Securities carried at $1,714,939.27 in the above statement are deposited as required by low. 


ROYAL GENERAL INSURANCE COMPANY 


OF CANADA 
DECEMBER 31, 1953 


Cash 
Bonds and Stocks 
Interest due ond occrued 
Premiums not over 90 doys due 17,262.81 
All other Assets 12,000.00 
Total admitted Assets____$458,675.41 


$ 32,782.26 
393,120.34 
3,510.00 





LIABILITIES 
Reserve for Taxes and Expenses_$ 1,270.17 
Capitel 100,000.00 
Net Surplus 357 405.24 


es 


SURPLUS TO POLICYHOLDERS $457,405.24 
Securities carried at $55,600.15 in the above statement ore deposited as required by low. 


COMMERCIAL INSURANCE COMPANY 
OF NEWARK, N. J. 


ASSETS 

Ce ce $ 2,956, 108.88 
Mortgage Loans on Real Estate 481,408.74 
*Bonds and Stocks 42,081,155.04 
Interest dve and ocerved —_ 98,969.31 
Premiums not over 90 days due 3,163,109.50 
All other Assets = 481,861.81 

Total admitted Assets_$48,570,692.41 


LIABILITIES 
Reserve for Losses —_$20,702,575.00 
Reserve for Uneaorned Premiums 14,097,900.49 
Reserve for Taxes and Expenses 2,776,597.41 
Reserve for other Licbilities__ 844,774.37 
Capitel 2,000,000.00 
Net Surplus 8,148,845.14 
Tetel —___$48,570,492.41 


SURPLUS TO POLICYHOLDERS $10,148,845.14 
Securities corried at $1,504,929.02 in the above stctement are deposited as required by low. 


*Valuations on basis prescribed by National Association of Insurance Commissioners. 


HOME OFFICE 


10 PARK PLACE, NEWARK 1, NEW JERSEY 


Foreign 


Department 
102 Maiden Lane, New York 5, New York 


Pocific Deportment 
220 Bush St., Son Francisco 6, Collf. 


Conodion Departments 
800 Bay S?., Toronto 2, Ontario 
535 Homer St., Vancouver 3, 8. C. 

















NORTH AMERICAN 


CASUALTY AND SURETY 


REINSURANCE 
CORPORATION 


161 EAST FORTY SECOND STREET 
NEW YORK 17, N.Y. 














Because He Remembers 


Them 


“IF ANY SALESMAN ever had a 
strangle hold on his customers, it’s 
Dave Messenger,” Messenger’s 
chief, who is sales head of a large 


wholesale house on the Pacific Coast, 
told me. 

Of course a statement like that is 
like the proverbial smoke to the nos- 
trils of an Indian. It demands im- 
mediate looking into. Which it got. 
In place of going to Messenger, 
whom I later met and who turned 
out to be a charming, modest man 
past middle age, I went to the source 
—Messenger’s customers. 


In all I must have talked to a score 
of them, questioning them about this 
salesman, why it is they like him so 
much. 


He isn’t greatly different, I found, 
in his selling and his handling of his 
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relations with customers from other 
salesmen, except in one apparently 
small thing. It is that that makes 
the difference. 

He makes a career of remember- 
ing things about his customers; a 
career of it, I tell you. 

Most salesmen go through the 


motions of doing this. They remem- 
ber Joe’s birthday—some years they 
do. They recollect that Mike likes 
a certain kind of cigar—but usually 
they forget this and give him a kind 
he doesn’t like. They seem to dimly 
recollect that Ed has a son in Yale 
who plays football, or is it Joe with 
a son, and is he in Yale or Cornell, 
and is it football or badminton the 
guy plays? 


But to Dave Messenger it’s im- 
portant to have things remembered 
and to have them right. 


I don’t know of an easier way to 
have the important human side of a 
salesman’s job right than Messen- 


ger’s way: merely remember favor- 
able things about your customers, 
and tell them what you remember! 

Don’t think it takes a gigantic 
memory to do this; you don’t really 
remember these things at all. You 
remember only to write ‘em down 
in a little book or on a 3x5 card, and 
to refer to the book or card file occa- 
sionally to see what you should be 
saying to every customer. 

Five minutes a day spent keeping 
such a record up to date will do any 
salesman more good than any other 
five minutes he invests in his cus- 
tomer and his chances of keeping 
them as customers into the future. 


Sometimes It Pays to Be 
Negative 


As YOU KNow, a Salesman wins sales 
and earns money to the extent of his 
positive outlook on life. That is a 
well known fact. Who would deny 
it? Whenever a salesman becomes 
negative, bammie, he’s out! When- 
ever he adopts an attitude toward 
himself and his work less than 100% 
on the positive side, he is writing his 
own ticket to oblivion. 

Well and good. And absolutely 
true. But now and then, according 
to a prominent New York psycholo- 
gist, there is a tremendous amount 
of selling power in—guess what ? 

In the negative appeal. 

He says: “Very often the negative 
idea of the ‘risk of loss’ is infinitely 
stronger than the positive one of 
‘chance of gain.’ ”’ 

To prove his point he cites the 
well-known example of Chauncey 
Depew who once said he would not 
stay up all of one night to make 
$100, but would stay up all seven 
nights to avoid losing it. 

Maybe this will start you to think- 
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Selling Parade—Continued 


ing about how you can parade this 
“risk of loss” appeal in your own 
selling. It packs a punch. 


Social Security 
Status Rules 


pe NEW RULINGS clarifying the 
status of life insurance agents 
under the Social Security system 
have been issued by the Internal 
Revenue service with the concur- 
rence of the Bureau of Old Age and 
Survivors Insurance. 

The rulings provide a new defini- 
tion of a “full-time life insurance 
salesman” and were issued by the 
I.R.S. following more than 3 years 
of study and conferences between 
Internal and the 
American Life Convention and Life 
Insurance Association of America. 


Revenue officials 


Under the new rulings, determina- 
tion as to whether life insurance 
selling is the agent’s principal busi- 
ness activity is to be made in accord- 
ance with the agreement and clear 
contemplation of the agent and the 
company he represents. 

The intent and understanding of 
both the company and the agent as 
to the full time nature of his em- 
ployment and the provisions of the 
salesman’s contract of service are 
to be the governing factors. No 
“hours” test whereby an agent with 
other incidental employment would 
have to keep a record of time spent 
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on each job is to be required in de- 
termining the agent’s status. The 
possibility of establishing such a test 
had earlier been discussed. 

The rulings expressly include in 
the definition of a “full-time life 
insurance salesman” those agents 
who in addition to life policies and 
annuity contracts, sell accident and 
health insurance for one life insur- 
ance company. 

Part-time salesmen are also de- 
fined by one of the rulings in terms 
of the nature of the agreement and 
understanding between company and 
agent. If it is mutually understood 
that the agent is a part-time sales- 
man, then the salesman is ruled not 
to be an “employe” within the mean- 
ing of the Federal Insurance Con- 
tributions Act. Insurance commis- 
sions paid to him are held subject 
to the self-employment tax. 

Renewal commissions of full-time 
salesmen are deemed to be compen- 
sation for the original sale of a policy 
and are subject to taxes under the 
Federal Insurance Contributions Act 
when they are paid. By interpreta- 
tion of the ruling, if renewal com- 
missions are to be regarded as com- 
pensation for additional services 
performed by the agent later, the 
contract between the agent and the 
company must make this clear. 


Ways to Hold Their 


Interest 


It’s A CINCH if you can’t hold the 
interest of a prospect you can’t make 
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“humanized facts. 


a customer of him. But how many 
salesmen do you know who have 
definite plans for holding interest? 
Here, from the life of one of New 
York City’s top salesmen, are sug- 
gestions for holding interest. They 
may help you over some tough spots. 
Who knows ? 
First way: stick to the buying points 
that interest the prospect, not the 
selling points that interest you. 
Avoid vague generalities and be 
concrete. Always give what you say 
news value, because people are al- 
ways interested in Touch 
your prospect on some point of com- 
mon human contact, says he. If you 
can make your prospect think, 
“Why, that’s just like me!” you 
know you are getting somewhere. 
He you should avoid flat 
claims—*Our goods are best,” “You 
can’t go wrong with this suit,” and 
the like. Instead use dramatic situa- 
tions. Don’t forget that every pros- 
pect is human. Why not tell him 
Paint vivid word 


news. 


Says 


pictures for him. 

But above all else remember to 
put him into your picture and keep 
him there. A good test of whatever 
you tell him is whether he sees him- 
self in what you are saying. As long 
as he does, you can forget all about 
holding his interest. You are doing 
it. 


Here’s All You Sell 


So yoU THINK YOU SELL BooTs and 
shoes, do you? Or men’s suits? Or 
ladies ready-to-wear? Or handbags? 
Or flour in carload lots? Or auto- 
mobiles? Or space ship trips to the 
moon? Or glass tumblers? Or lum- 
ber? Or shotguns? Or books? 

Well, you’re wrong! 

You may take it from one of 
America’s great authorities on sell- 
ing and merchandising, Charles 
Henry Macintosh, that you are. 
What then do you sell? 

You merely sell ideas, says this 

eminent man. 
“A salesman,” says he, “never has 
anything to sell but an idea. He sells 
only an idea of the product or serv- 
ice.” 

There isn’t much new in this, of 
course, but now and then an old 
idea deserves to be looked at again. 
So—look. 
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Improve & Better—from page 7| 


The lease was made a number of 
years ago for a twenty year period 
with two ten year options. In April 
of 1953 they estimated the improve- 
ments and betterments depreciated 
value as $258,000. The insurance 
on betterments and improvements 
was carried in the contents policy. 
If the building were to be destroyed 
and the owners decided not to re- 
build, the insured would be able to 
recover only a small portion of its 
investment. The insured appre- 
ciated the argument that if the lease 


were canceled, he would have no 
further interest in the improvements. 
However, the insured likes to carry 
its insurance so that in case of a loss 
and cancellation of the lease, they 
would have the money to improve 
another property, if it were neces- 
sary. The insured believed that they 
had a real insurable interest in these 
improvements and betterments. 

One of the insured’s most difficult 
problems is to determine an accurate 
value for the improvements and bet- 
terments either on a replacement or 
depreciated basis. In making leases, 
this particular insured has a clause 





even more money. 


It Requires Study 


for three reasons... 


Whal makes 
a man wan lo 
te an cbyent ? 


Ie's Hard Work .:::.and the same amount of work that makes a 
successful Agent would make him a success in any field—perhaps at 


An Agent must be the master of thousands 
of facts. His success demands a degree of professional knowledge 
comparable to that of a lawyer or doctor. 


We, at Pearl-American, believe that a man chooses to be an agent 





@ because he wants to be independent 


@ because he wants his financial rewards to depend 
directly on his own efforts 


@ because he gets a lot of personal satisfaction out of 
serving his community. 


It is because we feel this way about our Agents that we strive to 
give them the closest possible support; fast, accurate, dependable 
service; and the kind of cooperation that enables the Agent to gain 
the full satisfactions he wants from his career. 


Every Pearl-American Agent and Broker has the facilities of one of 
the world’s greatest companies at his co 
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in every lease granting them permis- 
sion to extend the lease for an addi- 
tional term or terms. This is not un- 
common to most leases. The im- 
provements and betterments to these 
properties are made on the basis of 
the total time that the tenant can 
occupy the property. The insured, 
therefore, feels that it is unfair to re- 
quire settlement on the basis of the 
term of the initial lease. 


Under a New Lease 


They further contend that—even 
at the expiration of a lease there are 
values in the improvements and bet- 
terments because the insured is 
likely to enter into negotiations for a 
new lease and the improvements 
would serve their purpose under the 
new lease the same as under the old. 
The improvements and betterments 
form adopted at the end of 1952 ap- 
plied only to improvements made at 
the expense of the insured lessee 
since the execution date of the in- 
sured’s lease. That is, the lease in 
effect as of the date of loss. Cov- 
erage applied only to improvements 
which are not legally subject to re- 
moval by the lessee. 

This wording of the 1952 form 
made it impossible for a tenant to 
insure improvements and _better- 
ments to a building occupied under 
an oral rental agreement. Likewise 
a tenant could not insure improve- 
ments and betterments installed un- 
der an old lease where the insured 
continues to occupy the building 
after the old lease expires. 

In attempting to prevent double 
loss payments for improvements and 
betterments, the Bureau created con- 
siderable confusion and acquired a 
“battle” with the insurance buyer 
and producer. 


Just as Broad 


The Bureaus had looked upon the 
new form as just as broad as the 
old. The intent had been there all 
the time and the new form was to 
simply clarify what the companies 
had in the past attempted to do when 
adjusting losses. The form did not 
properly outline the coverage in a 
formal way and it was left to the 
adjuster to try to hold the insured 
to the actual loss sustained. In other 
words, the old form did not intend 
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double payment when the tenant had 
sustained no loss. 

The 1952 form refers to the “exe- 
cution date” of the lease. The execu- 
tion date might be a month or several 
months before the actual effective 
date of the lease. The tenant might 
start immediately putting in im- 
provements and betterments and 
these would be within coverage of 
the policy. 

Whether or not there were op- 
tions to renew a lease, the company 
would not pay under the 1952 form 
for improvements and betterments 
made during one lease term, when 
the loss occurs under a renewal of 
the lease. Bureaus and companies 
considered that this was entirely fair 
and proper. 


The Same Condition 


Under common law and under 
most lease contracts—the building 
owner agrees to put the building 
back in the same condition as it was 
at the execution date of the lease in 
event of fire or similar occurrence. 
In a renewal of a lease, the improve- 
ments have become the same as any 
other part of the building. There 
would be no difference in the re- 
sponsibility of the landlord to make 
repairs. If a tenant should have a 
renewal lease contract which forces 
him to make repairs, it is entirely 
proper for him to insure this under 
a building policy as building cover- 
age, with his interest described by 
endorsement. This responsibility un- 
doubtedly would apply to the entire 
building and not just to the im- 
provements. 

The renewal lease may have been 
given at the same rental so that the 
tenant, during the renewal, has a 
particularly favorable lease arrange- 
ment. Leasehold interest insurance 
is made to fit this situation. The 
tenant would insure the difference 
between the rental he is paying to the 
end of the lease term and the rental 
which he would have to pay for the 
term of the lease if he went out and 
rented similar premises with similar 
fixtures and improvements. The dif- 
ference is his “leasehold interest” in 
the building and he can insure this 
under a leasehold interest policy. 

The 1952 form refers to improve- 
ments and betterments which would 
have reqcired restoration or replace- 
ment during the unexpired term of 
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the lease. An example of this would 
be painting—which has been done by 
the tenant and will have to be done 
again by the tenant during the life 
of the lease. In this case, the com- 
pany would pay the actual cash 
value, which of course, means the 
depreciated value of the improve- 
ment at the time of the loss. 


Reasonable Period of Time 


For those improvements and bet- 
terments which would not have re- 
quired restoration or replacement 
during the unexpired term of the 
lease had no loss occurred—as for an 
example, a brick wall or a perma- 


nent partition wall, the limit of re- 
covery depends upon whether repair 
or replacement is made within a rea- 
sonable period of time. 

If repaired or replaced at the ex- 
pense of the /essee—within a reason- 
able time—the policy would pay the 
amount actually and necessarily ex- 
pended—but not exceeding the re- 
placement cost without depreciation. 
It does not provide for increased cost 
by the enforcement of any state or 
municipal law or ordinance. 

This gives the lessee the money on 
this type of repairing or replacing 
job to make the repairs without de- 

(Continued on the next page) 
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Improve & Better—Continued 


duction for depreciation. If, by 
agreement in the lease, he has to 
make the repairs, he would have to 
do the work with new material and 
he might have to do it only a few 
days before the lease expires. It is 
considered proper that he should be 
paid without taking a depreciation 
reduction. 

If repairs or replacements are not 
made within a reasonable time after 
the loss, it is considered that the im- 
provements would not be made by 
anyone. In this case, the lessee is 
entitled to collect for his loss of 
usage pro-rated to the expiration of 
the lease. The amount of recovery 
would be the ratio of the unexpired 
term of the lease at the time of the 
loss to the unexpired term of the 
lease at the time the improvements 
were made. In other words, if under 
a ten year lease, the improvements 
were installed two years after the 
lease was executed and the loss oc- 
curred four years before the end of 
the lease, the tenant would recover 
50% of the original cost less depre- 
ciation. 


At the Owner's Expense 


This form further considers that 
the insured has had no loss if the 
building owner has repaired or re- 
placed the improvement and better- 
ments at his expense, for the use 
of the insured. Under the form used 
prior to 1952—the form that consid- 
ered the tenant as the “sole and un- 
conditional” owner of the improve- 
ments—the tenant could make re- 
covery even though he actually suf- 
fered no loss. 

Based on the “battle” that had 
developed in the coverage provided 
by the improvements and _better- 
ments form, the Western Actuarial 
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Bureau has very recently released a 
new revision of the form. 

The November 1953 improve- 
ments and betterments form and 
rules present decided changes which 
have been brought about as a result 
of dissatisfaction with the previous 
form. It is believed that the revised 
form meets all of principal objec- 
tions. This new form has_ been 
adopted in a number of the Western 
Actuarial Bureau states. 


The New Form 


The important changes may be 
summarized as follows: 


1. The new form states that it shall 
cover the insured’s “use” interest 
in improvements and betterments in 
order to describe the type of insur- 
able interest which the tenant has in 
improvements and betterments and 
to distinguish it from an outright 
ownership interest. 


2. Improvements and_betterments 
are defined as heretofore, except it 
is no longer required that they be 
installed under the current lease. 
This then, definitely brings within 
the coverage, improvements and 
betterments which may have been 
installed by the tenant under a pre- 
vious lease. This corrects one of the 
principal objections to the 1952 
form. 


3. The new form can apply to a 
tenant whether he has a regular writ- 
ten lease or is on a month to month 
rental. This is made clear by de- 
fining the word “lease” to mean “any 
lease or rental agreement, whether 
written or oral, in effect at the time 
of loss.” 

4. Under the new form, if the tenant 
actually repairs or replaces the dam- 
aged improvements and betterments, 
recovery is provided on the basis of 
actual cash value. This applies to a 
tenant on a month to month basis 
as well as to a tenant under a regular 
conventional long term lease. 


5. The new form no longer provides 
for recovery on the basis of full re- 
placement cost without reduction for 
depreciation in those _ situations 
where the tenant replaces, since im- 
provements and betterments under 
the new form, are no longer limited 
to those installed under the current 
lease. Also because of the objection 


from an underwriting standpoint to 
including the replacement feature 
without any special coinsurance re- 
quirements. 

6. Under the new form, it is no 
longer necessary to differentiate be- 
tween those improvements and bet- 
terments which may have required 
restoration during the term of the 
lease, such as decorations, and those 
which would normally have a life 
equal to or greater than the term 
of the lease. This permits the simpli- 
fication of the form and eliminates 
something which was not well un- 
derstood in the previous form. 

7. Where the damaged improve- 
ments and betterments are not re- 
paired or replaced within a reason- 
able period of time the tenant is en- 
titled to recover a portion of the 
original cost depending on the unex- 
pired term of the lease. 

This latest form still contains the 
principle of avoiding double payment 
when the improvements and better- 
ments are repaired at the expense of 
anyone other than the tenant and 
the tenant still has use of those im- 
provements and betterments. 


Leases to Someone Else 


If the building owner repairs the 
improvements and  then—within 
rights granted him in the lease— 
leases the building to someone else, 
the insured would recover on the 
basis of the unexpired term of the 
lease. 

The tenant cannot recover in this 
case when the repair or replacement 
of improvements is made for his use. 

It would appear that this new 
form will constitute an “armistice” 
in the “battle” on improvements 
and betterments insurance. This 
new form has been adopted in sev- 
eral of the Western Actuarial Bur- 
eau states but there are still a num- 
ber of states using the controversial 
form. The state of Pennsylvania 
threw out the ’52 form on April 1, 
1954 and has gone back to the sole 
and unconditional ownership form. 
The next several months should tell 
whether this latest form will gain 
nationwide acceptance. It would 
seem the “battle” has died down or 
will soon be a dead duck and we can 
devote our attentions to some of the 
newer and more far-reaching devel- 
opments in the insurance industry 
such as package contracts. 
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LMOst from its inception in 
1947, Remington Rand’s Univac 
has been closely associated with the 
insurance field. Completion of its 
design in 1949 was largely deter- 
mined by specifications from a large 
life company, a commercial com- 
pany, and the Bureau of the Census. 
Our programming staff began to 
make real progress in 1950. One of 
its first routines was the preparation 
of life insurance premium notices, 
including dividend and commercial 
calculations. The master file con- 
sisted of 250 basic policy types, ex- 
panded to a working sample of 70,- 
000 policies in all. 


Complete Sequence 


A complete sequence of programs 
was prepared for the maintenance of 
the master files; i.e., to post all 
changes and select from the file 
those policies to be billed for the 
month ; to calculate from a rate table 
the dividends and commissions due; 
and to prepare an edited output tape 
for the automatic typing of con- 
tinuous form, 
mium notices. 

The Bureau of the Census, to 
whom the first Univac had just been 
delivered, permitted the staff to test 
these routines and to arrange for 
the time to demonstrate them to 
the insurance companies. As a direct 
result of this programming, Frank- 
lin Life Insurance Co. placed an 
order in 1952 for delivery in 1954. 

It requires a long time and con- 
siderable training of operating per- 
sonnel for an insurance company 


multiple-copy pre- 
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to complete programming. Many 
months of hard work are necessary 
to set up the new procedures. For 
this reason, complete courses have 
been developed in programming, ap- 
plications, and technical engineering. 
Any company, therefore, is now in 
a position to discover what can be 
accomplished through electronics. 
These courses have been conducted 
for some time now, and applications 
are invited from all interested organ- 
izations. 

In the Spring of 1952, the Elec- 
tronics Committee of the Insurance 
Accountants Association cooperated 
in programming and demonstrating 
some typical fire insurance statistical 
and accounting operations. Actual 
punched cards from a member com- 
pany were converted to tape and 
processed through the machine to 
prepare in-force summarized infor- 
mation, agency experience by line 
of business, state figures, Schedule 
T, and Schedule F. Since this oc- 
curred in 1952, the results do not 
reflect many changes which have 
been made possible by improved pro- 
gramming techniques and new equip- 
ment, such as the Unityper IT. 

Because of the relatively higher 
cost of computation as compared to 
file maintenance, the large life com- 
panies have found it advisable to 
separate their policy servicing oper- 
ations into different divisions, each 
having its individual files. There 
are usually about ten records for 


every policy issued, and the number 
increases with each additional policy 
feature. Mechanical methods helped 
but suffered from the limited capac- 
ity of the punched card or machine 
registers, and the limited processing 
ability of the mechanical equipment. 
Electronics has changed this picture. 
The tremendous speed and capacity 
of electronic data processing has 
made possible the consolidation into 
one routine of a number of these 
operations. 

The “Consolidated Functions” ap- 
proach was worked out by the Elec- 
tronics Committee of the Society 
of Actuaries in conjunction with 
the programming staff. The upshot 
was a plan which reduced the basic 
policy files for ordinary insurance 
from thirteen to three : a notice writ- 
ing card, a calculation card file, and 
a history card file. The key com- 
puter operation was to process the 
calculation card file to develop an- 
nual dividends payable, loan interest 
due, cash values, and totals for 
groups of policies. 

(Continued on page 116) 





LET US BE YOUR 
STAT DEPARTMENT 


* Complete 
® Insurance 
® Service 


TABULATING SERVICES, INC, 


1125 Board of Trade Bldg. 
Kansas City, Mo. Vi. 4131 


Best’s Fire and Casualty News 








Are you tired of messy typing? 
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Get the cleanest, neatest-looking 
letters you ever signed for only a 
penny a day. Just trade in your old 
typewriters at 5 years instead of 10 
for new Royal Standards. 





What do new Royal Standards give you? They 
increase typing production, turn out letters you'll 
be proud to sign, and memos and reports worthy 
of your business. 


They’ll help raise office morale, too, and provide 
better employee relations—intangibles that are 
hard to define but mighty apparent when missing. 

Besides, Royals are the finest, most rugged pre- 
cision writing machines built. They take less time 
out for repairs, too. 


An added point is this: Royals are preferred 


ROYAL CALL YOUR ROYAL REPRESENTATIVE 


2% to 1 in business by people who type. So, you’re 
providing your folks with the popular typewriter. 


It’s well worth while to turn in your old ma- 
chines at 5 years instead of 10. About a penny 
a day per machine is all it costs. Ask a Royal 
Representative to demonstrate the new Royal 
Standard and explain the penny-a-day story. 
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Classified Telephone 
) Directory 











ROTARY FILE 


With up to 37%, of the entire contents in 
view and accessible to the operator, this 
file simplifies and speeds up active record 
handling. Four cabinet sizes are available 
to accommodate any record size and pro- 
vide a wide capacity range. Present records 
need not be altered but are merely placed 
in the ten inch trays which are easily 
removable. Operation is by push button 
and foot pedal control or manually if 
necessary. Files revolve clockwise or 
counter clockwise and the working trays 
rest flush with the posting shelf work area. 
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PAGING SYSTEM 


A new electronic paging system devel- 
oped by International Business Machines 
Corporation transmits coded audible and 
visible signals by superimposing high fre- 
quency electronic pulses on regular AC 
lighting and power wiring. Thus it elim- 
inates the need for special wiring and al- 
lows for extension or relocation at will. 
The system permits both general paging 
and special portable paging and is avail- 


ww 


able in regular 10,20,30 and 45 code capa- 
cities as well as special 60 and 90 capaci- 
ties. In addition to an individual's paging 
code, a supplemental signal can be trans- 
mitted to indicate the reason for paging 
such as “telephone call” or “visitor wait- 
ing.” Work and rest period signals and 
emergency alarms can also be sounded 
with the system and it can further be used 
for watchmen or building superintendent 
paging. 


DISPLAY RACK 


This new six-tier display rack is designed 
for counter or table top use to keep adver- 
tising and other small sized literature 
neatly assembled for display and reading. 
With a place for every pamphlet, the 
“tilt-backs” prevent the material from lean- 
ing forward and keep it easy to see, 
select and replace. Compactly constructed, 
the unit measures 2742” wide by 10%” 
deep and 19” high overall and has four 
rubber feet to prevent damage to the 
surface. It is made of heavy-gauge steel 
and finished in smart Hammerloid baked 
enamel. 


CHECK PROTECTOR 


This three-in-one machine protects the 
amount, signs and dates checks all in one 
operation. It is said to be the first small, 
portable equipment which can handle all 
three operations at one time. After checks 
are inserted, a light touch on the keyboard 
and trip bar completes the check except 
for the payee’s name, thus reducing check 
preparation time by some 60%. Positive 
control over disbursements is provided by 
double locks. The machine can be operated 
only after both keys have been inserted 
and both locks opened. A product of the 
Todd Company, Inc. 


PAPER FASTENER 


This clipless paper fastener offered by 
Lansdale Products Corporation attaches all 
types of paper securely and neatly by an 
instantaneous mechanical operation. Since 
it uses no staples, it never needs refilling 
and eliminates the use of staple removers. 
The fastening method does not add any 
weight to air or foreign mail. The fastener 
weighs less than half a pound and takes 
only 2” x 34%” of desk space. 


Best’s Fire and Casualty News 





OFFICE EFFICIENCY 
CPpRintine AND 


OCESSING 


POLICY 


UTTING things on paper is 
the most important 
phases of the insurance busi- 
ness. For example, the cost of print- 
ing, preparing and processing poli- 
cies is one of the largest single items 
of expense for any insurance com- 
pany. These costs are even higher 
in the casualty underwriting field, 
where policy periods are short. 


one of 


The End Result 


Policy processing, the physical 
handling to get the policies into the 
hands of the insureds is the end re- 
sult of all that has gone before, ad- 
vertising, sales effort and overall 
administration of the company. 
Processing efficiency (typing and 
record keeping of all kinds), in turn, 
depends on policy design and for- 
mat. 

Policy design and format too 
often are dictated by the kind of 
coverage written. As a result, many 
policies today are like Topsy, they 
“just grew.” Actually, policy design 
is an engineering function that can 
be as exact a science as the creation 
of machine tools for an industrial 
plant. Policy design engineering in 
its most efficient sense approaches 
the entire activities of an insurance 
company and comes up with a plan 
that will embrace every motion used 
in the processing of each policy writ- 
ten. Waste is attacked all along the 
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RALPH C. GRAVES 
Methods and Policy Design Engineer 
Recording & Statistical Corporation 


line, policy formats are simplified 
and made standard for all lines, 
typing areas reduced, coding, record- 
ing and filing made easy and fool- 
proof. Not only are costs materially 
reduced for both printing and han- 
dling, a much better looking policy 
for each line is the result. 

How then can the widely varying 
cost structures and internal systems 
that exist from company to com- 
pany be served by policy engineer- 
ing? It may cost Company A two 
dollars to turn out a finished pelicy 
and Company B six dollars, even 
though both companies may show 
the same expense ratio. But, there 
are certain forms, systems and re- 
quirements common to every insur- 
ance company. These constitute 
“known” costs and can be compared. 
More important, these costs can 
definitely be reduced and controlled. 

Let us analyze these known costs 
first and then later consider the hid- 
den ones of which there are plenty. 


The Crux of the Problem 


The crux of the whole problem is 
to get the right information on paper 
in the right sequence, within a sim- 
plified, standardized format. Until 
this phase of the problem is met and 


solved, preparation and processing 
will continue to flounder and _ per- 
haps drown in a sea of unnecessary 
paper work. 

Many companies have established 
fairly accurate “known” cost factors 
for the supplying and processing of 
their high volume lines such as auto 
mobile. But, the active 
are often treated like poor relations 
and they look like them! Hand-me- 
down, patchwork formats, all sizes, 
Rube Goldberg folds, two or more 
places where the and 
agent’s name must be typed and so 
on. Policy design engineering can 
bring these orphan policies up to 
the same efficient processing level 
and attractive appearance as the big 
volume ones. It may be hard to be- 
lieve, but actually, when all policies 
are engineered into a standardized 
format, costs go down all along the 
line, even for the high volume poli- 
cies. 

Right here someone will say, 
“standardization is all very well, but 
our company has special systems re- 
quirements that exactly suit our op- 
erations and abandon 
them.”” You don’t have to, because 
policy design engineering will ab- 
sorb them into the standardization 
program with nary a hitch. For in- 
stance, these may be card records 
of varying sizes, covering, account- 
ing, collection, history and claim, ex- 


less lines 


insured’s 


won't 


we 
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Policy Processing—Continued 
piration and other internal or agency 
records—these all can be made a 
part of the original typing job under 
an engineered, policy design stand- 
ardization program. 

Another “known” cost where pol- 
icy engineering can really go to 
town is the declarations. Physical 
make-up of the declarations must be 
the convenient snap-set construction 


: Ping 
LINE 
MAROUE 


, 25% RAG CONTENT 


as 


5 


Possesses Old 
World beauty in 
a laid writing ... 
yet you pay no 
extra premium for 

this 25% Rag 


No chances taken with 
"Fine Paper at its Best" 





. . . each sheet is hand inspected 
before shipment. 





for highest processing efficiency. 
Many companies are using snap-set 
declarations now for their high vol- 
ume lines, but seldom for the entire 
line of policies written. The advan- 
tages of using snap-sets for all lines 
are so overwhelming it should not 
be necessary to review them. Just 
contrast the clean, simple, type once, 
snap out, throw away carbons, with 
the time consuming, hand interleav- 
ing of carbons, the cockeyed lines re- 
sulting from improper alignment of 
sheets in the machine, smudges, “left 
out” pages and those wasteful and 
embarrassing ones where the car- 
bons are reversed ! : 

We now have the snap-set decla- 
rations rolled into the machine, the 
operator is ready to go, but where? 
So many declarations are set up in 
such an unorganized fashion, they 
wander all over the page. The op- 
erator can only type on a hunt and 
hit basis, using the bar spacing key 
as she weaves back and forth. Speed 
here is impossible and there is the 
additional varying cost factor of in- 
dividual operator skill and mood. 
Policy design engineering corrects 
this in decisive fashion by scientific 
placement of information so that 
typing area is confined to the right 
vertical half of the page! 


Company-agent Relationships 


“Known” costs are a burden borne 
by agents too. This is especially true 
of those policies they type in their 
own office. So, when they are sup- 
plied with policies easy to process, 
good to look at and lower in money 
cost per unit, the improvement in 
company-agent relationships is in- 
finitely better and coordination of 
effort much closer and the agency 
staff has a policy they like to write. 

This means that from top to bot- 
tom all typed information is filled 
in swiftly, almost automatically. 
“Automation” is assured by setting 
marginal stops once, for all types 
of policies and letting the modern 
typewriter really earn its keep. The 
carriage return key is hit at the end 
of each “short line” and all the op- 
erator has to do then is proceed to 
the next line of the fill-in data. A 
further, most important part of an 
engineered declarations form is the 
stub designation of decimal tabu- 
lator stops. Once again, the modern 
typewriter’s potential is used, in that 


perfect number-under-number align- 
ment of figures becomes an auto- 
matic affair. Both of these improve- 
ments engineered for processing 
speed-up, also cut down the factor 
of error, inherent in all manual and 
semi-manual operations. These ad- 
vances in turn greatly reduce eye- 
strain and general fatigue on the 
part of the operator—very impor- 
tant considerations in coping with 
the high labor turnover so prevalent 
at the lower labor echelon level now- 
adays. 

To back-track a bit, we mentioned 
the flexibility of engineered policies 
to integrate special systems require- 
ments. There is another standard 
form commonly required, “Certifi- 
cate of Insurance.”” These too can 
be incorporated into the single-typ- 
ing of the declarations (as needed) 
when they are engineer designed. 
Once again, a “known” cost is cut 
substantially by this integration. It 
eliminates the common practice of 
separate typing of multiple copies 
for home office, agents and often 
sub-agents. Besides, an engineered 
declarations form has a standard lo- 
cation that immediately gives posi- 
tive information on all copies 
whether the “certificate” has been 
issued or not, an innovation that 
saves hours and hours of filing work, 
plus the filing cabinets and floor area 
to house them. 


“Hidden” costs are hidden only 
because they get into the realm of 
never-before-considered factors, or 
unexplored facets of known costs. 
Policy design engineering is some- 
thing like a laboratory research 
project with a definite object in 
view. The objective is reached, but 
along the way, subordinate but 
highly useful contributing factors 
are discovered which make the solu- 
tion of the original problem even 
wider in final application. 

The declarations forms are fertile 
ground for “hidden” costs. We have 
already shown how policy design 
engineering materially can speed up 
processing of these by confinement 
of the typing area to half the page. 
Another part of this planned design, 
which is a natural corollary, is the 
constant location of standard data. 
In other words, the location of fill-in 
data is always in the same place from 
policy to policy. Thus, procedure is 
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GRADE “A” 


00 SERIES 


THE MOST BEAUTIFUL FILE IN THE WORLD 


SS aia 


SPECIFICATIONS 


Fabrication: Grade ‘A’ in all constructional 
details and refinements. Engineered to give 
you the greatest available space for filing 
and work. In modern style for the most 
dignified office. In good taste for years and 
years. 


Construction: Sturdily constructed to Steel- 
master's superior specifications — best 
grade of selected furniture steel. An en- 
gineering triumph! 


Streamlined, con- 
toured round 
drawer fronts ex- 
press the best in 
modern design. 








Whe Sechnasess * 





Suspension: Full pension that works 
drawers with effortless ease under full 
load. The ultimate refinements in full sus- 
pension for filing equipment. 


Instant Positive Compressor: Side locking 
positive compressor keeps contents in up- 
right orderly working position. Instantly 


‘effective in a magnificent engineering ac- 
complishment. __ 


Outside Dimensions | Inside Drawer Dimension: 
Width 
“4 "12842"! 154%” 27 


” ” ” 


° »|28¥2"|_1214”| 1056” |27%4” 


4 drawer legal file 18” | 52%e”|28%2”| 157%”| 1058”| 27%” 


~ 6 NUM RF FULL , Lock , 


THE SAFO PROTECTION FILE 


A top Grade“A" file — full suspension — all refinements — secures 
perfect filing action... and more — greater protection — more security 
against pilferage — rigid construction. The perfect application for 
function and safety. 


doub! It com art 
and veel ae _ cdditona sockiny 
b se OU wy : 
y “a Individual aaenhtoadl oo 
nly you kno on lock. 


W your ow 
n 
secret combination, 


| Outside Dimensions _| Ship. We. 
No. Description | Height| Width | Depth | FOB N.Y. 
SAF4X |4 section safety file—ietter size 152” | 1434”| 261” |140 Ibs. 
Safety vault sect.—inside dim. [10%%”|12” 125” | 
SAF4CX | 4 section safety file—legal size 52” |17%4”|26%2” |146 Ibs, 
Safety vault sect.—inside dim. 10%”|15”_ _|25” _| ~— 
SAF3X /|3 section safety file—ietter size 40” | 14%”) 2642” |110 Ibs. 
Safety vault sect.—inside dim. wh’ aay 
AVAILABLE SAF3CX | 3 section safety file—legal size 40” |17%4”| 2642” |116 Ibs. 
IN FOUR Safety vault sect.— inside dim. poe ie) TZ a 
FINISHES: SAF2X |2 section safety file—letter size | 301/2”| 1434”| 2642” | 85 Ibs. 
Safety vault sect.— inside dim. ss fale >. | 2 

SAF2CX |2 section safety file—legal size 3014/2”) 173%4”| 2642” | 92 Ibs. 
Safety vault sect.— inside dim. 10%”115” |25” 
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Newest and Finest 


DUAL- PURPOSE 
TYPEWRITER 
for 
EXECUTIVE USE 


li \ 
Smith-Corona 


"Cighty F Cight" 
Carbon-Ribbon 


TYPEWRITER 


A "new look" 
for executive 
correspondence 


@ See those three lines above? They 
are a direct, unretouched reproduc- 
tion of one of the many distinctive 
type faces that are available on the 
new Smith-Corona “Eighty-Eight” 
Carbon-Ribbon Typewriter! 

You will be amazed when you see 
the crisp, clean, print-perfect qual- 
ity of your letters, special reports 
and presentations. 

Here is the perfect low-cost 
answer for executive typing. 


CALL ANY SMITH-CORONA FULL-LINE 


DEALER OR 
BRANCH OFFICE 


; VS (See your Classified 
= Telephone Directory) 
At the same time 

SEE THE 

ALL-NEW 
Cighty - Cight" 
SECRETARIAL 


Smith-Corona Inc Syracuse 14 ¥ Other factories 
in Terento, Brussels, Johannesburg. Makers alse of famous 
Smith-Corona Portable Typewriters, Adding Machines and 
Cash Registers, Vivid Duplicators, Carbons and Ribbons. 
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PERSONNEL STAFFS 


THE SIZE OF COMPANY personnel 
staffs declined this year in compari- 
son with the number of employees 
they serve, Dale Yoder and Lenore 
N. Wilson, of the University of Min- 
nesota Industrial Relations Center, 
reports in the current issue of Per- 
sonnel magazine, a bi-monthly maga- 
zine published by the American 
Management Association. 


The over-all average personnel 
ratio—representing the number of 
professional, technical, and clerical 
members of personnel or industrial 
relations staffs per hundred em- 
ployees—was 0.65 as of January, 
1954, according to the magazine 
article. This ratio was below last 
year’s 0.74 and was almost as low as 
the 0.61 found in 1952, the smallest 
ratio reported since the university 
began this research in 1948. 


These data are based on a survey 
of more than one thousand business 
and industrial firms. 


PICTOGRAPHS 


“Picto-Paks” enable anyone to 
make professional looking graphic 
charts that put life into statistics. 
They are pictographs on sheets of 
pressure-sensitive paper that have 
now been incorporated into the sim- 
plified method of making graphic 
charts, developed by Chart-Pak, Inc., 
Stamford, Conn. 


Twenty-five new symbols depict 
men, women, coins, stacks of bills, 
power, machinery, construction, 
grain, etc. Other symbols will’ be 
available. Each 8%” x 11” sheet 
contains sixty-eight to ninety-eight 
symbols of one design, in three sizes, 
14", %” and 4” high. 


“Picto-Paks” are easy to use for 
charts since they adhere readily to 
plastic sheets, cloth or paper, and 
can be reproduced by photocopy and 
offset. They are especially designed 
for low-cost pictorial charts. 


Send inquiries to : Chart-Pak, Inc. 
H. O. Frohbach, President, 100 Lin- 
coln Avenue, Stamford, Connecticut. 


GIFT SUGGESTION 


THE SEROLITE CORPORATION has 
designed this perpetual calendar 
desk pen set as a suitable gift item 
for business acquaintances. The 
date and day of the week are set by 
small thumb knobs on either side of 
the calendar. The easy writing pre- 
cision balanced pen has replaceable 
points to suit the individual’s pen 
style. The felted base is 6” x 4” and 
is available in green, neutral or onyx- 


like black. 


TRAVEL-DESK 


A NEW TRAVEL-DESK makes note 
taking easy ... right at driver's 
finger tips—out of the way when not 
in use. It’s the modern way to make 
notes, hold maps, paper, route lists, 
etc. The Travel-Desk can be in- 
stalled or moved in a matter of 
minutes, without drilling. Four 
leveling screws keep it level, what- 
ever the dashboard angle. . . al- 
ways ready for instant use, swings 
under the dash when not needed. 


Strong arm and clamp gives full 
support, the large 6%4” x 10” metal 
clipboard, complete with pad, pro- 
vides comfortable writing under all 
conditions. Available in Chrome or 
Gray Hammerloid finish and 
equipped with or without magnetic 
pencil. 
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GUY FERGASON 


HOW TO TRAIN EMPLOYEES 


ANAGEMENT is evidenc- 

ing a great interest in train- 

ing if the number of training 
programs being instituted is any 
criterion. The efforts to train are 
being beamed in two areas—the area 
of job performance, having as its 
objective more efficient production ; 
and the area of supervision of em- 
ployees, having as its objective the 
more effective handling of human 
relations problems. 

Obviously the training of clerical 
personnel in the tangible aspects of 
procedures presents fewer problems 
than the training of supervisors in 
the abstracts of the human equation. 
One stresses a technique, whereas 
the other stresses an attitude. In 
both cases the results of training 
will be influenced by the suscepti- 
bility of the incumbent to suggestion 
and their ability to absorb knowl- 
edge. 

We have written at great length 
about the importance of proper 
selection of incumbents. Perform- 
ance results from (1) proper selec- 
tion, plus (2) adequate training, plus 
(3) intelligent supervision. It 
stands to reason that what a person 
lacks in pre-employment qualifica- 
tions must be made up in post-em- 
ployment training. If we could keep 
our eye on that fundamental truth, 
there wouldn’t be such a furor about 
performance. We, management, 
must analyze our work—develop 
specifications—select qualified per- 
sons—teach them how we want the 
job done—give them adequate sal- 
aries—and finally put them in a work 
situation where there is proper 
equipment and trained supervisors 
and you have your problem licked. 
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We think that it is helpful in ap- 
praising a subject to first explore 
its importance in terms of its ben- 
efits. First and most obvious of the 
benefits from training will be the 
increase in job knowledge. No mat- 
ter how experienced an employee 
may be, when he first enters the 
employment of a company, he must 
become acclimated and adjusted to 
his new surroundings, and he must 
learn the methods of his new em- 
ployment. This can be done by the 
slow process of observing the work 
as it is being done in the company, 
absorbing as much information as 
possible, and by imitating previous 
work samples. 

His job knowledge will not be 
complete until (1) he has experi- 
enced the various activities or (2) 
he has been trained in advance in 
the procedures. Training which 
takes six months or more by the 
“exposure to detail’ method can be 
wrapped up and presented in a mat- 
ter of a few days by a planned ap- 
proach. 


Improvement in Procedures 


Another advantage in training 
comes as a by-product of the train- 
ing, namely the improvement in 
procedures which precedes the train- 
ing program. In simple language, 
to train, one must have training 
materials; to get training materials, 
one must study each position—if 
each position is studied, some im- 
provements will result. Too often 
management looks upon training as 
some type of detached academic 
mumbo-jumbo beamed only at the 
higher echelons of the organization. 


Training (post-employment) is 
nothing more than the orderly pre- 
sentation of the procedures to be 
followed in task performance with 
an explanation of such suggestions 
as may be helpful in understanding 
the work. Experience is the ac- 
cumulation of knowledge gained by 
practice. Training facilitates the 
accumulation of knowledge. 

If job knowledge is increased, per- 
formance can be increased thereby 
reducing the cost of clerical produc- 
tion. Clerical expense starts the 
minute that a person comes on the 
payroll. Spoilage of work, errors, 
and the time spent in “explaining 
the work” are also costs—often un- 
recognized, but none-the-less pres- 
ent. Anything that can be done to 
raise the production so that it is 
equal to or better than the standard 
against which the salary has been 
computed, has decreased costs. 


This is kindergarten stuff to many, 
but it adds up to real dollars—the 


trouble is that we don’t measure 
the cost of training in terms of 
results, nor do we measure the cost 
of not training in terms of actual 
expenditures which could have been 
prevented. 

We have observed that the morale 
of employees is higher in companies 
which train as against companies 
which depend on the present in- 
cumbents or others to “break the 
new in.” 

It is interesting to trace manage- 
ment’s interests in certain phases of 
scientific management. Since 1939 
there has been a general shortage 
of trained and competent recruits for 
office work. A tight labor market is 


(Continued on the next page) 
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BOOKLETS 


P177—Business Records Fire Hazard 
Calculator 


The degree of protection from fire re- 
quired by records stored in specific loca- 
tions varies greatly because of the intensity 
of fires which may occur as a result of 
different types of building construction and 
occupancy. This is a handy pocket sized 
chart which correlates the type of construc- 
tion of the building, the factors which may 
be expected to add to the intensity of the 
fire and the hazards existing because of 
surrounding buildings. The correlation of 
these factors results in the determination of 
the degree of record protection required. 


P178—Low Cost Business Films 


There is a widespread and erroneous idea 
that commercial motion pictures are exces- 
sively expensive to produce. This belief has 
acted to prevent many organizations from 
taking advantage of the broad benefits to 
be derived from this effective medium. 
This small booklet describes the basic steps 
in the production of such pictures and 
shows that the company that sincerely desires 
to take advantage of the highly-effective 
business film medium need not be afraid 
of becoming involved in a complicated and 
expensive operation. 


P179—Know Your Typing Needs 


The executive secretary, the private secre- 
tary and the beginning stenographer all 
have common typing problems. All operate 
basically the same type of machine and 
do fundamentally the same type of work. 
This booklet deals with common typing 
problems and how they can be corrected. 
It deals with the heart of the typewriter, 
the platen or roller, and explains the reasons 
for some difficulties connected with the 
roller. 
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How to Train Employees—Cont. 


always attended by a higher than 
normal labor turnover rate. Man- 
agement, particularly in smaller of- 
fices where they are in closer touch 
with the office details, finally got 
tired of explaining, re-explaining 
and again explaining the work as 
the chain of new workers filed in the 
office and out again, often in a 
matter of days or weeks. 

As a protective device, office man- 
uals were prepared—these manuals 
explained in detail the work en- 
countered at each desk. These man- 
uals became training guides and the 
springboards by which subsequent 
simplification studies were made. 

Training can be used to develop 
flexibility in the staff. By teaching 
employees how to do the work of 
other employees, there is less vul- 
nerability to absenteeism in smaller 
offices. We well remember one of 
our earlier jobs when we started 
in business. Our immediate super- 
visor felt that his position was held 
in greater security if he withheld 
information from his subordinates— 
so we just didn’t get a chance to 
learn what was going on except in 
our comparatively confined occupa- 
tional area. We were determined 
to learn so we came back at nights 
(long before the Fair Labor Stand- 
ard Act put a penalty on ambition 
and overtime) and reviewed files so 
that we would know something about 
other things. There is no moral to 
our personal reference other than 
to draw the parallel as to how far 
we have gone in making information 
available to our employees, encour- 
aging them to broaden their knowl- 
edge. This is one of the nicer aspects 
of an expanding economy. It will 
be interesting to observe the con- 
tinuity of training in a changing 
economic cycle. 

Training has been the means by 
which potential abilities have been 
discovered. We have often referred 
to our interest and high activity in 
aptitude testing. Aptitude has been 
defined many ways, one being “abil- 
ity to do after training.” Quite 
often hidden interests and abilities 
are discovered and developed. This 
is particularly true when training is 
used to bring an employee up in the 
organization beyond the work in his 
present position. We have always 


been a believer in internal promo- 
tion and we recommend it rather 
than outside employment if an organ- 
ization is large enough to provide 
the opportunities for promotion. 
We also believe that if more com- 
panies would give aptitude tests to 
present personnel before training 
and promotion, the mistakes of trial 
and error would be largely avoided. 

The Chicago Association of Com- 
merce and Industry through its 
Committee on Education surveyed 
training programs in the Chicago 
area before World War II. They 
found some criticisms which can be 
leveled at training programs in gen- 
eral unless they are carefully de- 
veloped. 

For example, many training plans 
cover too much material in too little 
time. The material is often vague 
and general and not pinpointed to 
the “how” of a job. In training we 
are interested in what is done, why 
it is done and how it is done. When 
training material is written it should 
be written for a new employee. In 
other words, it should be complete 
and detailed. Training material can 
serve two purposes: 

(1) Teach a new employee how to 
do a job; 

(2) Provide a reference for ex- 
perienced employees, settling ques- 
tions of procedure. 

It is important that the instructor 
be properly prepared—first as to 
knowledge of the job, and secondly, 
temperamentally as to willingness to 
teach and patience in teaching and 
lastly, have the time to do the teach- 
ing without rushing the new worker. 

There should be a follow-up on 
training and some effort made to 
gauge its effectiveness. The best 
gauge of training is production— 
quality and quantity. Training in 
proper techniques should increase 
production and decrease the number 
of errors—if it doesn’t, then some- 
thing is wrong with the training 
plan. Responsibility for training 
should be fixed, i.e., training as a 
policy must be established by top- 
management—training as a device 
must be fixed in the immediate 
supervisor. 

Any means by which training is 
accomplished is a method — all 
methods, however, are not efficient 
in developing experience. Methods 
range from the laissez-faire attitude 
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concerning training to training 
schools with professional instructors. 
Most training is done on-the-job. 
That’s the only way most companies 
have available for instruction. The 
one which is used by many com- 
panies is to assign the new worker 
to his desk, permitting the present 
incumbent to do the teaching. Even 
though there may be no good al- 
ternative for this method, some pre- 
cautions should be taken. Prepare 
procedures manuals to be used in 
training. This will prevent the pos- 
sibility of perpetuating inefficient 
methods and compounding errors 
by having the wrong method taught. 
If an employee is being dismissed 
for cause, it is not a good procedure 
to let that employee break in a new 
employee. Quite often present in- 
cumbents are not good teachers, 
even though they may be good 
workers. 

The immediate supervisor should 
assist in the training procedure, 
particularly as it pertains to ma- 
terials used in teaching. Trade and 
professional journals make excellent 
teaching aids and should be cir- 
culated among the employees for 
their use. Several copies should be 
available for such use—this adds to 
the over-all knowledge concerning 
a business or industry. We believe 
that many small companies and 
agencies are passing up an oppor- 
tunity to create an active interest 
in the business by their failure to 
make more specialized data avail- 
able to the employees. 


Organizational Flexibility 


Before bringing this article to 
a close, we should again mention 
the use of training for developing 
flexibility in the organization. Dur- 
ing vacation periods, and other 
periods of temporary absence, em- 
ployees can be given an opportunity 
to take over the desks of other em- 
ployees and thereby gain experience 
in diversified, but related work. 

Training must be the conscious ef- 
fort to expand the experience of 
employees, thus increasing their 
service value. Many companies look 
favorably upon the employment of 
experts who conduct training ses- 
sions, after working hours, on the 
company premises. This can be an 
investment in producing better pro- 
cedures and improved performance. 
If it is the right kind of investment, 
the returns are substantial. 
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Accident and Health Statistics 


NE of the major problems 

confronting the accident and 

health industry today, as it 
has for many years, is that of devel- 
oping a practical statistical program. 
The compiling, analyzing and evalu- 
ation of statistical data for rate 
making and other related purposes 
has become recognized as an essen- 
tial part in the administration of all 
lines of insurance. Without some 
scientific approach to the evaluation 
of loss experience those who are 
responsible for technical guidance 
can do little but rely on educated 
guesswork. 


Three Reasons 


In view of its tremendous size 


and the position of major impor- 
tance which it has come to occupy, 
one may naturally wonder why the 
accident and health industry has 
not kept pace with life and casualty 
insurance in the development of an 


extensive statistical program. The 
answer lies in three areas, which, 
to some extent are interdependent : 
(1) The unique and complex nature 
of the business. (2) A rate of 
growth, both in individual and in 
group accident and health insurance, 
which has not been paralleled in any 
other line. (3) The multiplicity of 
coverages which have been developed 
in conjunction with, and have helped 
to further, this tremendous growth. 

A basic understanding of the 
nature and scope of the statistical 
problem in the accident and health 
industry can readily be obtained by 
making some comparisons with life 
insurance. In life insurance, the 
primary statistical problem is one 
of a reliable determination of claim 
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frequency. The cost of insurance, 
or pure premium, is basically the 
product of the rate of death and the 
face amount payable at death. In 
accident and health, however, fre- 
quency of claim represents only a 
part of the answer necessary to an 
accurate determination of the cost 
of insurance. Here, the duration of 
claim is a consideration of equal 
importance. 

Both factors must further be 
broken down into the applicable area 
of coverage, i.e., total disability, 
partial disability, hospital confine- 
ment, etc. For example, to analyze 
experience under a policy which 
pays long term weekly or monthly 
indemnity, it is necessary to first 
determine the rate at which insureds 
become disabled for specific age 
groups. The history of disabled 
claimants must then be studied to 
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determine the rate at which claims 
terminate, either by death or re- 
covery, again within age groupings. 
Since the rate of termination is 
higher during the early duration of 
claim, the usual procedure is to 
calculate claim termination rates by 
month of disability during the first 
few years and by year of disability 
thereafter. Policies providing long 
term indemnity will naturally en- 
counter claimants who remain dis- 
abled for extended periods, and a 
company which offers such coverage 
may not be able to compile complete 
statistics on the actual cost of insur- 
ance for many years after introduc- 
ing the coverage. 


Hazardous Occupations 


The insured’s occupation, which 
has taken on a minor role in life 
insurance, must be given consider- 
able weight in the underwriting of 
accident and health coverage. In 
life insurance the additional pre- 
mium for hazardous occupations 
usually covers the higher death rate 
due to accidents. In the writing of 
accident and health insurance the 
insured’s occupation not only has a 
bearing on the incidence of claim 
but also affects the duration of 
disability. A man who stands on 
his feet and operates a drill press 
all day will be unable to return to 
work for a longer period of time 
than a white collar worker with a 
desk job, if both are afflicted with 
the same illness. Recognition is 
given to the importance of occupa- 
tion by a much more detailed break- 
down of job classification in the 
accident and health field. Unfor- 

(Continued on page 108) 
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tunately, there is no standard occu- 
pational manual that is being used 
throughout the industry. Some 
companies follow the Conference 
manual, some companies follow the 
Bureau manual and others ‘have 
prepared their own versions. The 
difficulty which would be encoun- 
tered in attempting to reduce ex- 
posures and claims from several 
companies to a common denominator 
of occupational readily 
apparent. 

There is another major complica- 
tion found in compiling experience 
studies for accident and health which 
is largely absent from life insurance. 
The hazard covered by life insur- 
ance is the occurrence of death, and 
a certificate of death may be ade- 
quate proof of loss. Disability is an 
ill-defined and elastic condition. The 
policyholder’s mental attitude to- 
ward his insurance, the company’s 
general claim practice and the terms 
of the particular policy involved 
may all affect the duration for which 
disability benefits are paid. There 
is no sharp line of demarcation 
which defines physical conditions 
for which benefits are payable, and 
the fact that the insured himself has 
some control over the duration for 
which disability is claimed adds to 
the problem. 

The accident and health industry 
is also more sensitive to a number 
of “outside” influences than life 
insurance. Economic conditions, for 
example, will have a definite effect 
on claim experience. The generally 
prosperous nature of the last decade 
has been reflected in lower loss ratios 
for most monthly indemnity policies. 
The inflationary trend which has 
accompanied that prosperity, how- 
ever, has had an opposite effect on 
claim payments for hospital and 
medical expense policies which pro- 
vide blanket type reimbursement. 
Geographical location also exerts a 
strong influence, and companies with 
a large concentration of sales in 
specific areas will show quite differ- 
ent results from those whose busi- 
ness is evenly spread over the 
country or concentrated in other 
areas. 

In addition to the complications 
which are inherent in the basic 
nature of accident and health insur- 


class is 


ance, many obstacles to the develop- 
ment of an industry-wide statistical 
program are created by the great 
variation in practice among the in- 
dividual companies. In attempting 
to take competitive advantage of the 
ever-increasing markets, companies 
have independently developed their 
own lines of policies with the result 
that a great variety of plans is being 
offered. There is, of course, much 
overlapping and similarity between 
coverages, but there are also many 
significant differences which cannot 
be ignored. 

For example, consider the field of 
hospital expense protection. Polli- 
cies currently on the market utilize 
entirely different approaches in re- 
imbursing for medicines, operating 
room, anesthetics, and other hospital 
services. Some reimburse for these 
items on a blanket basis with a 
stipulated maximum sum available, 
some reimburse on a blanket basis 
with the maximum expressed as a 
multiple of daily indemnity, some 
allow a large amount for the first 
day of hospitalization and a reduced 
amount for each subsequent day, 
and some plans include a schedule 
with specific amounts listed for each 
particular service. Items such as 
ambulance service and blood trans- 
fusion may be excluded altogether 
in some policies and fully covered 
in others. Obviously, these varia- 
tions make the compilation of homo- 
geneous statistics extremely difficult. 

There does not yet seem to be 
any indication that the industry is 
reaching a static stage as far as 
concerns the development of new 
coverage plans, and the array of 
new policies that are introduced each 
year undoubtedly outnumbers all 
other lines of insurance. As pre- 
viously mentioned, this unlimited 
and ever-changing portfolio of policy 
forms is unquestionably the out- 
growth of the competitive drive by 
companies to create merchandise 
which is more salable and designed 
to offer better protection. Competi- 
tion does make for progress, but 
without some degree of standardiza- 
tion an industry-wide pooling of 
exposures and claims is almost 
impossible. 

In addition to the variations in 
the approach to coverage, one also 
finds considerable differences in the 

(Continued on page 1!10) 
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insuring clauses now being used. 
For example, in monthly indemnity 
policies the definition of total disabil- 
ity may be expressed as the inability 
of the insured to engage in his 
occupation, or it may be expressed 
as the inability of the insured to 
engage in each and every occupation, 
and yet another clause may combine 
the two definitions and apply the 
more restrictive wording to disability 
extending beyond one year. It 
is, of course, possible to combine 
exposures under policies even though 
they have different insuring clauses. 
However, the merging of different 
types of benefits and insuring clauses 
for experience studies may result 
in the loss of identity of refinements 
which are significant. 

Along with the numerous differ- 
ences in coverage and _ contract 
wording, there are also two different 
approaches among - individual acci- 
dent and health policies in the matter 
of the renewal clause. Some policies 
are noncancellable, or guaranteed 
renewable, and others are renewable 
at the option of the company. It is 
generally recognized that these two 
lines have distinct characteristics 
and that experience derived from 
one does not necessarily coincide 
with the other. Hence, an inter- 
company statistical program must 
also face the problem of making 
separate studies of exposures and 
losses in each of these major 
categories. 


¥ 


Underwriting and Claims 


The confusion in this field is 
further compounded by a _ wide 
variation among companies in their 
approach to underwriting and claim 
administration. Loss experience for 
a given plan of coverage will depend 
to a very large extent upon company 
operating policy in these two areas. 
Results forthcoming from an insurer 
who utilizes a very careful approach 
to initial underwriting and is liberal 
in its settlement of claims will not 
coincide with those from a company 
which does little underwriting at 
time of issue but settles claims in 
accordance with a strict interpreta- 
tion of the contract. Furthermore, 
policies which are renewable at the 
option of the company are subject, 
as far as experience is concerned, 


to the operating practice of each 
company. Under such policies, a 
company has a certain degree of 
control over its claim experience, 
and one which follows a liberal 
renewal practice will encounter 
higher loss ratios than one which 
exercises its option to non-renew in 
a large number of cases. 

Although there are many prob- 
lems which deter the adoption of 
an industry wide statistical program, 
there is not a complete dearth of 
morbidity data. The U. S. Public 
Health Service regularly publishes 
reports which are of considerable 
value to those engaged in the tech- 
nical guidance of accident and health 
insurance. These reports cover 
illnesses, accidents, disabilities and 
hospital admissions throughout the 
country. Valuable data relating to 
accident rates can also be obtained 
from publications of the National 
Safety Council which compiles acci- 
dents by cause, occupation, home, 
motor vehicle, etc. 


The Bureau of Accident and 
Health Underwriters has for a 
number of years engaged in studies 
of loss experience under individual 
accident and health policies issued 
by member companies. One of the 
first comprehensive studies was the 
compilation of health insurance loss 
experience covering the years 1921 
to 1926. The published results in- 
cluded tables of experience by policy 
form and policy years, by weekly 
indemnity and age groups, by cost 
of various medical and weekly in- 
demnity clauses, by occuation, by 
state, and by periods of disability. 
In 1941 the Bureau published the 
results of a study of experience of 
member companies under accident 
insurance policies covering the years 
1931 to 1940. World War II forced 
the Bureau to suspend its statistical 
plan and it was not resumed until 
1948. The last project undertaken 
with the compiling of experience 
under accident insurance policies 
covering the years 1948 to 1949, 


For a number of years Bureau 
companies used standardized policy 
forms with very little variation in 
insuring clauses or coverages. This 
factor plus the use of the same 
occupation manual and premium 
rates by its member companies 
enabled the Bureau to assemble 

(Continued on page 112) 
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homogeneous statistics for members 
and combine them in one overall 
experience. The U. S. Supreme 
Court decision in 1944 which made 
insurance subject to the anti-trust 
laws forced Bureau companies to 
abandon the adherence to advisory 
policy and rates. Since that time 
member companies have changed 
their policy forms, coverages, and 
rates so that there is now little 
standardization among them. The 
problems involved in collecting and 
combining loss experience are more 
complex today than when member 
companies issued similar policies 
and used the same premium rates. 
Undoubtedly, this is one of the 
primary reasons why the Bureau has 
suspended its statistical program 
and is not continuing its inter- 
company studies. 

The Society of Actuaries has 
become interested in recent years 
in statistical studies in the field of 
accident and health insurance and 
in 1947 appointed a committee on 
accident and sickness experience 
under plans insured on a group 
basis. Several of the largest writers 
of group insurance have been regu- 
larly contributing loss experience 
under group weekly indemnity cov- 
erage and hospital and surgical 
expense policies. Group studies on 
an inter-company basis are feasible 
because there is a considerable de- 
gree of uniformity in coverages, and 
benefits are generally confined to 
short periods with most policies 
providing twenty-six or fifty-two 
weeks of indemnity for injury or 
sickness. 


The first report prepared by the 
committee was published in 1948 
and covered a comprehensive inter- 
company study of group surgical 
claims contributed by. seven. Life 
companies which together undewrite 
70% of group surgical insurance in 
the U. S. The study was national 
in scope, covering a.nationwide dis- 
tribution of over one hundred thou- 
sand claims. Breakdowns were made 
of the relative frequencies of various 
operations. Doctors’ charges were 
analyzed to determine the relation 
which charges for different opera- 
tions bear to one another. Sum- 
maries were shown of multiple pro- 
cedure frequencies and proportion 
of in-hospital and cuf-of-hospital 


claims, and results were tabulated 
by age, sex, and geographical loca- 
tion. 

In 1948 the committee also pub- 
lished the first of a series of reports 
on inter-company group morbidity 
experience which is being compiled 
on a continuous basis. These re- 
ports, which are being published 
annually in the Transactions of 
the Society, include analysis of 
exposures and claims on weekly 
indemnity benefits, employee hospital 
expense insurance, employee sur- 
gical expense insurance, dependent 
hospital expense insurance and 
dependent surgical expense insur- 
ance. Results are tabulated by 
industry classification, type of bene- 
fit, sex and year of exposure. 

In 1953 the Society of Actuaries 
appointed a committee on experience 
under individual accident and sick- 
ness insurance to study the problem 
of developing inter-company studies 
in that field. It is hoped that this 
committee can devise a workable 
plan for compiling statistics under 
Individual policies. 

In preparing statistical studies one 
of the problems which confronts 
us is the mechanical means of 
processing the mass of data involved. 
Without the punched card equip- 
ment which is currently available 
today’s progress could not have 
been realized. It appears that the 
general adaptation of electronic data 
processing systems to the life insur- 
ance industry is not far from reality, 
and these systems with their high 
speed computers should enable com- 
panies to code and tabulate consider- 
ably more information on exposures 
and claims than heretofore. 

Thus, although the obstacles are 
large and numerous, the problem of 
developing reliable industry-wide 
statistics for accident and _ health 
should not be considered one that 
is unsolvable. Its vital importance 
to the future of the industry is 
recognized, and it is being given a 
great deal of attention and considera- 
tion. Recent adverse publicity, plus 
a possible threat of goverriinent 
intervention,. have. resulted in a 
realization of the need for closer 
co-operation between companies and 
a more mature approach to the 
problem of public service. These 
developments, with improved me- 
chanical devices, may lead to a solu- 
tion of the statistical dilemma. 





While she’s transcribing 
] record... 


Look at some of the ways over 100 
different types of business—thousands of 
concerns—are putting the speed and accu- 

racy of Recordak Microfilming to work 


|] To eliminate costly manual transcription 
in daily routines. Cost studies show that, even 
where a few words are transcribed from one 
record to another, Recordak Microfilming saves 
time and dollars. 


[| To get a photographically accurate and 
complete record of checks prior to deposit in 
your bank. Time-consuming description is elim- 
inated ... errors, too. 


|_| To speed data to other offices . . . allowing 
tighter control . . . eliminating manual tran- 


scription and mistakes, 


|_| To photograph punched card reports. No 
need to produce them in duplicate—Recordak 
Microfilm copies cost less than carbons. 


[| To cut posting operations 85% in billing 
departments. 


“*Recordak” is a trade-mark 


[| To simplify reference. Records can be kept 
at the finger tips. No problem when data must 
be added periodically —Recordak Microfilming 
and Filmsort cards work hand in hand to 
simplify any job. (Recordak is an authorized 
Filmsort distributor.) 


It will certainly pay you to double-check 
your routines with a Recordak Systems Man 
soon. And if microfilming can help, he'll show 
you how to get the lowest per-picture cost with 
a Recordak Microfilmer that fits your require- 
ments exactly. 6 models to choose from. Write 
Recordak Corporation (Subsidiary of Eastman 
Kodak Company) 444 Madison Avenue, New 
York 22, N. Y. 


Ri 9 ry 


“~\ 


SRECORDEK 


(Subsidiary of Eastman Kodak Company) 
originator of modern microfilming— 
and its application to insurance routines 





, * you buy that with every 
order placed with R & S for 
insurance printing. Insur- 
ance that your policies, rate 
manuals, endorsements, office 
forms, etc., will be quality- 
produced to your specifica- 
tions and delivered on time. 


This “insurance” is backed 
by years of serving insurance 
companies large and small — 
we talk your language. Will 
you talk with an R &S repre- 
sentative? A call or note will 
arrange an appointment, and 
remember, our prices are 
competitive too! 


PUNCHED CARD 
TABULATION 


the Statistical Division of R & S is 
highly skilled and fully equipped 
to give you rapid, correct figures 
and reports on any phase of your 
operation you may require. We'd 
like to send you our booklet, it’s 
free. 


100 Sixth Ave., New York 13, N.Y. 
223 W. Jackson Bivd., Chicago 6, Ill. 

85 Old Colony Parkway, Boston 25, Mass. 
1025 Brush Street, Detroit 26, Mich. 


Plants Af: Boston, Mass. Danville, Ill. 
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Policy Processing—from page !00 


so simple that even the tyro typist 
soon gets into the swing of things 
without the usual break-in period 
and this further reduces labor costs. 

Agency code number imprinting 
is positive, immediate and foolproof 
when provision for this labor saving 
device is included on an engineered 
declarations form. The benefits 
from this forward step in processing 
procedure are so widespread and 
interlocking, we feel that its uni- 
versal adoption is only a matter of 
time. All of a company’s punched 
card coded records can be sequenced 
to correspond, with the result all 
records are better and more accu- 
rate. This further means that daily 
reports do not have to be checked 
with master files, nor special policy 
number control records maintained. 
Incidentally, policy design engineer- 
ing gets into the daily report too, 
streamlining the set-up and making 
full, complete information a must. 
There’s good reason for this, it saves 
searching for “concealed” informa- 
tion which may appear in records 
not familiar to the normal clerical 
help processing such reports. 


Pre-coding of Policies 


Pre-coding of policies by compa- 
nies has been resisted even though 
its advantages are obvious, because 
of the necessity of number imprint- 
ing prior to distribution to agencies 
or branch offices. Design engineer- 
ing can offer a simple method that 
will solve the problem without de- 
lays, additional records, and the cost 
compared to existing methods will 
be practically nothing. 

Keeping on with the declarations, 
the engineered policy program takes 
into account another “hidden” cost 
factor, the “Filing panel.” It’s a 
simple arrangement that permits 
personnel to immediately identify 
a policy without additional typing on 
the declarations, or pawing through 
a pile of policies completed for dis- 
tribution. In fact, this “one-typing” 
feature picks up momentum all along 
the process assembly line. When 
just one typing of insured’s name 
and agent’s or issuing office identi- 
fication is all that is necessary, the 
“hidden” cost of duplicate typing of 
this information is knocked for a 
loop. 


There are other “hidden” costs 
that can eat into company profits by 
poor, uncoordinated processing, like 
obsolete renewal procedures, but let 
us consider certain other economies 
an engineered policy design plan can 
effect. 


Specimen Policies 


At first glance some of these will 
impress our readers as being non- 
recurring items of “hidden” expense, 
once they have been rooted out, 
faced and corrected. Also, they may 
think others are more a matter of 
printing arrangement than policy de- 
sign engineering. Not so, let’s look 
at “‘specimen”’ policies for instance. 
All will agree, that these can be and 
are in most companies a very con- 
siderable item of expense. The “hid- 
den” cost factor here is it is wholly 
unnecessary to maintain inventories 
of “specimen” policies when the 
various types have been engineered 
into one comprehensive plan—the 
everyday policies (sans numbers of 
course) are the specimens! Think 
what this means in handling alone 
—no separate inventory to maintain, 
no extra handling or special print 
runs. Also, a policy taken right out 
of stock and sent as a specimen 
carries a lot more weight, there is no 
question of “prettied up,” or show- 
case models—it’s a standard policy 
and you can say so. 


Next we come to the question of 
policy revision expense. What an 
old man of the sea this can become 
under the catch-as-catch-can for- 
mats existing in both minor and 
major lines. Again, the scientific, 
over-all approach to policy design 
brings policy revision cost down as 
near zero as possible. If changes are 
required, or, company inspired 
changes become necessary, each can 
be treated independently. Independ- 
ent treatment of changes is made 
possible because a properly designed 
and engineered policy keeps jacket 
and declarations separate entities, 
and text changes are normally con- 
fined to the jacket. This allows a 
much greater latitude in ordering 
policies of all kinds. 


By the same token, volume order- 
ing of engineered policies for all 
lines means freedom from the 
“known-hidden” loss factor common 
to “un-engineered” policies of de- 
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struction due to obsolescence for one 
reason or another. This goes even 
further, files and other control rec- 
ords have to be printed and noted 
to mark the changeover. 

Also, policies that have become 
obsolete frequently have to be re- 
turned from branch and agency of- 
fices. Here is another loss factor 
that includes correspondence, han- 
dling and postage 
inated by planning. 


all can be elim- 


As naturally as day merges into 
night, we can now examine what 
happens in the mail room with our 
simplified, ‘“one-type” policies. They 
can be identified and collated like 
greased lightning by comparison 
with those odd-fold orphans which 
have the name of insured and agent’s 
name (if any) anywhere except 
where the mail clerk can see it un- 
less the policy is unfolded and re- 
folded—one more “hidden” cost can 
bite the dust! 


We’re not through with the mail- 
room yet! Policy design engineering 
never lets up until the insured gets 
the policy—and the faster, the better. 
Envelopes have been designed to 
take full advantage 
visible information 
and agent. 
velope 


of the always 
about insured 
One, is a window en- 
for mailing to the agent 
which shows his name and address 
only. Two, is an envelope with the 
window in a different location which 
shows only the insured’s name and 
address. The agent removes the pol- 
icy or policies from the envelope of 
transmittal to him, places it in en- 
velope #2 (backed by his invoice, 
letter, etc.) and it’s on its way to the 
insured without any more typing in 
home office or agent’s office! Poli- 
cies singly prepared and forwarded 
by companies can really reap a great 
advantage by use of this labor sav- 
ing envelope planning. 


Potent Force 


Advertising is such a potent force 
in the lives of all of us, mention 
must be made of policy design engi- 
neering’s coverage of this field. It is 
part of the attractive, streamlined 
appearance this service can bring to 
every policy written by a company. 
First, standardization is never lost 
sight of, but regimentation doesn’t 
result. Any and all companies can 
have their policies as individual in 
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. DECORATED BORDER with a cello- 
phane window. Adds beauty to 
plain policies. 

. PLAIN BORDER with a cellophane 
window. Accents the decorated pol- 
icy. 

. KRAFT with die-cut window. Pro- 
vides inexpensive heavy-duty pro- 
tection. 

. TRANSPARENT for heavy-duty pro- 
tection and complete visibility. 


All Justrite Policy Jackets can be printed with your advertising 
message. Write for prices and samples, Dept. M-12. 


NORTHERN STATES ENVELOPE CO. 
300 E. 4th St. 
St. Paul, Minn. 


looks as they may want within the 
format—and that allows a lot of lati- 
tude. Company insignia, color (one 
or more) can all be worked into an 
individualistic layout. 

While the panel where insured’s 
and agent’s name appears is pri- 
marily functional even this area can 
be decorative. The other exposed 
panel, so often blank and wasted, 
can be utilized to excellent advan- 
tage for institutional advertising for 
the company. Other lines written 
can be listed, plus branch offices by 
state, city or full address. The sur- 
prising thing is how often the in- 
sured will be totally unaware that 
you write policies for other lines 
than the one he has bought. This 
can often lead to additional business, 
and, this ad panel adds nothing to 
costs—“known” or “hidden”! 

Finally, we come to another end 
result of policy design engineering, 
the actual delineation of design and 
format on paper—in short, printing. 
\gain, a policy design engineer will 
carry through in planning the ut- 
most .in printing economies, plus 
selection of the best typography and 
layout for the utmost in readability, 


JUSTRITE ENVELOPE MFG. CO. 
58-60 Gilmer St. S.E. 
Atlanta, Ga. 


CLAIM-HANDLING COSTS 


How A FIRE insurance company 
cut its claim-handling costs almost 
in half, securing complete loss rec- 
ords in one writing is completely 
described in a new six-page, illus- 
trated case history folder just re 
leased by Remington Rand Inc. 
Using the Synchro-matic method 
of registration of insurance losses 
the Pacific Fire Insurance Company 
prepares, with one writing, such 
forms as the loss register, loss jacket, 
assured’s index card, and punched 
The 
punched-cards, in turn, produce such 
reports as Schedule F, paid and 
unpaid; agent’s results of incurred 
state reports; 
outstanding 


cards for statistical purposes. 


losses : classification 
and 


other statistical and analysis reports. 


repe rts ; losses ; 
The step-by-step procedures, to 
gether with the forms used by the 
Pacific Fire Insurance 
are outlined in the new 
963 


Company, 
folder—CH 
request at any 
Remington Rand sales office in all 


available on 


principal cities, or by writing Rem 
ington Rand Ine., 315 Fourth Ave 


nue, New York 10, N. Y. 








Univac Programming—from page 96 


The September 1952 report to 
the Society, and June 1953 supple- 
ment thereto, stressed the following: 


1) With a punched-card electronic 
computer, using the Card Pro- 
grammed Calculator, 24,000 policies 
per hour could be processed. 

2) With a magnetic tape electronic 
computer such as Univac more than 
100,000 policies per hour could be 
processed. 

3) The punched-card computer, 
therefore, proved to be only 24% 
as effective as the magnetic tape 
computer. 


1952 Test Runs 


In 1952, Metropolitan Life In- 
surance Company arranged test runs 
on Univac to assist its actuarial de- 
partment in developing insurance 
statistics needed for the financial 
statement and various experience 
analyses. This led to a contract and 
delivery of Univac to Metropolitan, 
replacing more than one hundred 
punched-card machines calling for 
an annual rental of $225,000 and a 
large staff. Operating five days a 
week, sixteen hours a day, the elec- 
tronic computor requires only a 
small staff, few machines, and less 
movement of work. Mechanical 
errors will be eliminated by built-in 
checking devices, and reserve capac- 
ity should permit time both for the 
actuarial work planned and other 
applications as well. 

Another large life company, which 
handles approximately 750,000 pol- 
icies, has evolved what is known as 
the combined operations plan. This 
is based on the premium billing 
process and combines the following 
from one record: 





A NEW DIVIDEND for Hush-A-Phone Users. 
You can now use it with dictating machine and 
make verbatim record of meetings 

AND 


ee 
YOUR PHONE PROBLEMS 


ED! 
© PRIVACY { 
© OFFICE QUIET 
© BETTER HEARING 
THE NEW IMPROVED 


HUSH-A-PHONE 


Snaps on transmitter. Wt. 5 oz. 

A Lifetime of service for $10. 
Request Liter. or Call MU. 3-6063 ° 
HUSH-A-PHONE CORP. 

35 Madison Ave., Room 745 N.Y.C. 16 


1) Premium billing 

2) Dividend calculation 
3) Policy loan service 
4) Reserve valuation 
5) Commission 

6) Accounting work 


The plan seems most suited to this 
company because of its overall 
method of doing business, charac- 
terized by branch office collections 
and monthly processing. 

The Franklin Life Insurance plan, 
on the other hand, is based on a 
different method of doing business. 
The 500,000 policies involved are 
serviced by daily processing and 
home office collections. 

The new equipment is to be ap- 
plied to the following phases of the 
proposed system: 


1) Dividend accounting 

2) Premium accounting 

3) Master file processing (includ- 
ing premium billing, selection, and 
calculation ) 

4) Agent’s accounting (including 
commission calculations ) 

5) Valuations 


A dramatic illustration of Univac’s 
speed and capacity was seen in 1953, 
when the Federal government ap- 
pointed a three-man board to de- 
velop approximately one hundred 
twenty annuity tables, of about 4,- 
000 values each, for a total of nearly 
500,000 items. The tables were to 
be used to determine survivorship 
benefits where a serviceman elects 
to allocate a portion of retired pay 
for the benefit of his dependents. 

The law was scheduled to go into 
effect November Ist, on which day 
several thousand dependents would 
be eligible for benefits. Competent 
actuaries estimated that it would 
take twenty man-years to prepare 
the tables by desk calculators. 


Results in Forty Hours 


The board turned the work over 
to the Univac operated by the Navy 
at the Applied Mathematical Lab- 
oratory at David Taylor Model 
Basin, immediately outside Wash- 
ington, D. C. Programming con- 
sumed four weeks, and the entire 
problem was run in forty hours. 
The tables were ready by October 
15th. 


EVEN AFTER A YEARS 
HARD SERVICE 


TRIPLTOPS 
by 


WILL BE THE BEST 
FOLDERS IN YOUR FILE 
FILING EQUIPMENT BUREAU 


iL lete) ide] £38 42) 


27 Melcher Street, Boston 10, Mass. 
NEW YORK CHICAGO 


A question which recurs in rela- 
tion to electronic data processing is 
whether to buy an existing magnetic 
tape system or to wait for some 
future system that might contain 
built-in files and built-in printing 
mechanisms at no extra cost. 


One Company's Decision 


An answer was given by M. E. 
Davis, vice president and _ chief 
actuary, Metropolitan Life Insur- 
ance Company, in a paper presented 
before the Eastern Joint Computer 
Conference in Washington, D. C. 
Entitled, “The Use of Electronic 
Data Processing Systems in the Life 
Insurance Business,” it tells how a 
decision to purchase UNIVAC was 
reached by one company. 


On magnetic tape versus some 
yet-to-be-developed system, Mr. 
Davis said, “This comparison sug- 
gested that perhaps 90% plus of the 
total potential possible with such 
highly automatic future devices could 
be realized by the lesser degree of 
automaton already possible with 
existing equipment.” 


WORK MEASUREMENT 


A TWENTY PER CENT INCREASE 
in production after installation of 
work measurement has been the ex- 
perience of the average clerical sec- 
tion at Prudential Insurance Com- 
pany of America, Edgar T. Speer, 
methods analyst, reported to the 
American Management Associa- 
tion’s office management conference. 
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OFFICE EQUIPMENT DIRECTORY 


ra Current literature and prices on any of the following products and services may be had without * 
obligation, from selected manufacturers. We will also obtain any available information on items not listed. 


FILING CABINETS 
. Card File 

. Fibre Board 
. Insulated 
Metal 

Micro 

. Portable 

. Rotary 

. Stencil 

. Tabulating Card 
. Visible 

10. Wooden 


FILING SUPPLIES 
129. Cards 
11. Fasteners 
12. Folders 
13. Index Tabs 
14. Supports 


w 


MACHINES, ACCOUNTING 
15. Adding 
16. Billing 
17. Bookkeeping 
18. Calculating 


109. Payroll 
19. Tabulating 


MACHINES, MAILING 
20. Dating Stamps 
21. Envelope Sealers 
22. Mail Openers 
23. Postal Meters 
24. Postal Scales 
118. Sorters 
106. Time Stamp 





TO 
Best’s Insurance News 


75 Fulton St., New York 38, N. Y. 


Please forward complete information 
and prices on the items checked. 


Firm Name 
Attention of 











MACHINES, REPRODUCING 
25. Composing 
26. Direct Copying 
27. Duplicating 
28. Micro-filming 
29. Mimeograph Slip Sheet 
136. Typewriter, Automatic 
30. Typewriter, Electric 
31. Typewriter, Manual 


MACHINES, MISCELLANEOUS 
32. Addressing 
33. Checkwriting 
34. Dictating 
35. Intercommunication 
139. Paper Folding 
36. Stapling and Fastening 


OFFICE ACCESSORIES 
38. Ash Trays & Stands 
105. Bulletin Boards 
39. Cash Boxes 
40. Chair Cushions 
41. Currency Trays 
42. Desk Lamps 
43. Desk Pads 
44. Desk Trays 
45. Drawer Trays 
46. Moisteners 
47. Name Plates 
48. Pen & Ink Sets 
49. Waste Baskets 


OFFICE FURNITURE 
50. Air Conditioners 
51. Bookcases 
52. Cabinets 
53. Chairs 
134. Costumers 
54. Desks 
55. Fluorescent Lighting 
108. Incandescent Lighting 
56. Matched Suites 
57. Safes 
89. Stands, Typewriter 
58. Stools 
59. Tables 
60. Wardrobes 


PAPER 
119. Card Index 
120. Duplicator 
70. Envelopes 
135. Labels 
121. Letterhead 
122. Policy 
123. Ledger 
137. Photocopying 
124. Thin (Copy) 
102. Visual Policy Jackets 


SUPPLIES, GENERAL 
68. Business Forms 
69. Duplicating Supplies 
71. Erasers (Specialized) 
72. Loose Leaf Systems 
73. Marking Devices 
75. Paper Perforators 
76. Pens 
77. Pencils 
81. Staple Removers 


SUPPLIES, TYPEWRITER 
83. Copyholders 
85. Justifier 
86. Line Indicator 
87. Pads 
88. Ribbons & Carbons 


TELEPHONE ACCESSORIES 
90. Cord Cover 
91. Holder 
92. Index 
94. Silencer 
95. Stands 


LOSS PREVENTION 
140. Burglary Alarms 
97. Fire Extinguishers 
63. Fire Protection Service 
98. Fire Aid Kits 
112. Floor Polish (Non-Slip) 
107. Recording Door Lock 
138. Safety Equipment 
128. Salvage Silciees 
125. Truck Alarm Systems 
141. Watchman's Clocks 


SERVICES 
62. Accounting System 
127. Filing Systems 
64. Office Planning 
115. Photocopying 
65. Record System 
66. Sales Incentives 


MISCELLANEOUS 
131. Accident Diagramming 
132. Advertising Blotters 
116. Advertising Specialties 
103. Birthday Cards 
130. Building Evaluation 
117. Display Material 
104. Greeting Cards 
99. Leather Goods 
114. Policy Wallets 
100. Promotional Gifts 
126. Endorse & Cancel Calculators 
101. Silencer for Dictating 
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GRIZZLIES 


ruled the wilds 


of CALIFORNIA 


When pioneers braved Califor- 
nia’s gold-trails, the mighty griz- 
zly (ursus borribilis) was king of 
the Sierra. Specimens were killed 
weighing 1,000 pounds! 

It is not surprising therefore, that 
a bear, among other symbols, is 
pictured on California’s Great 
Seal , designed in 1849. 


A ‘Great Seal”’ of the 
ance business is PACIFIC 
NATIONAL'S, below, token of 
strength, stability and service 
for both Agent and Assured. 


insur- 








PACIFIC 
NATIONAL 
FIRE INSURANCE 
COMPANY 





HOME OFFICE * SAN FRANCISCO 
FOREIGN DEPARTMENT + NEW YORK, SAN FRANCISCO 
EASTERN DEPARTMENT * PHILADELPHIA 
WESTERN DEPARTMENT + CHICAGO 
SOUTHERN DEPARTMENT * ATLANTA 
INTERNATIONAL FACILITIES — 
WORLD-WIDE SERVICE 
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Package Policies—from page 67 


Under the MPIRO policy the 
amount placed on the dwelling gov- 
erns the amount of the other cover- 
ages. Under the Interbureau policy 
the assured has the right to select 
his coverages and amounts, but cer- 
tain coverages are mandatory in 
order to qualify for special rate 
treatment. Under MPIRO 40% of 
the dwelling item covers the house- 
hold furniture and personal prop- 
erty. Under Interbureau the assured 
may carry whatever amount on fur- 
niture he wishes. Both policies are 
supposed to be written with proper 
insurance to value, but no coinsur- 
ance provisions. MPIRO has a 
minimum amount for which the pol- 
icy may be written while Interbureau 
hasn't. It has a minimum premium 
of $125. In order to qualify for 
rate credits there are certain manda- 
tory provisions in each policy. 


Both Have Advantages 


There is no question, and I hope 
[I am being fair to both groups when 
I say this, that both policies have 
their own advantages. I believe I 
am also correct in saying that the 
difference in coverage between the 
two are of minor importance. 


The Inter-Regional Bureau is ex- 
pected to file, through the rating 
associations, a physical damage pol- 
icy. This policy, once again, will 
cover fire and the perils of the ex- 
tended coverage endorsement and 
the additional extended coverage en- 
dorsement and will be written at the 
fire rate plus the extended coverage 
rate plus 6¢. These three cover con- 
tents as well. At first glance it would 
appear that perhaps the assured is 
paying 2¢ over and above what the 
fire and extended coverage endorse- 
ment and additional extended cover- 
age endorsement would cost with 
very little added protection, but on 
close analysis of this form, compar- 
ing it with the straight fire policy, 
we find the following either added 
coverages or liberalization in the 
form; as a matter of fact all the 
policies are as liberal as to the fol- 
lowing with few exceptions: 


1. Wind and hail—Broader as to 
water from sprinkler or other piping. 
No builder’s risk exclusion. 


2. Explosion—No qualification at 
all. 

3. Sudden and accidental tearing 
asunder, heating systems—No de- 
ductible. 

4. Vandalism—No restriction on 
trees, shrubs, fences and walls and 
outdoor equipment (See exclusion 
G—AEC) (No deductible) 

5. Riot—Broader as to consequen- 
tial loss. 

6. Vehicles—Physical contact not 
necessary. (No deductible) 

7. Smoke, broader. 

8. Falling objects — Broader — No 
exclusion on trees, walks and shrubs. 
(No deductible) 

9. Weight of ice and snow, collapse 
—subsidence not excluded. (No 
deductible ) 

10. Landslide—Subsidence not ex- 
cluded. (No deductible) Not cov- 
ered under Interbureau. 

11. Sudden and accidental tearing 
asunder, hot water appliances— 
Broader—Cause of accident not re- 
quired, 

12. Freezing of plumbing, heating 
systems and air conditioning systems 
and appliances—No earthquake or 
flood exclusion. 





13. Sudden and accidental injury to 

electrical appliances, devices, fix- 

tures and wiring from current arti- 

ficially generated—In Inter-Regional 
not AEC, 

14. Replacement cost without de- 

duction. 

15. Suspension of coverage due to 

increased hazards waived. 

16. Vacancy and unoccupancy 

broader as to unprotected property. 

17. Gives 5% extension on trees and 

shrubs. Not in MPIRO. Specific 

ins. in Interbureau. 

18. Gives 10% extension on addi- 

tional living expense. 


Differs from All Others 


If desired the agent may make this 
Inter-Regional policy more like the 
MPIRO and Interbureau by adding 
comprehensive liability, glass break- 
age and limited theft endorsements 
now available through the rating 
associations. The Inter-Regional 
Sureau, also is to recommend, 
through the rating associations, the 
SHO policy originated by the Fire- 
men’s Fund Insurance Company. 
This policy differs from all the others 


Best's Fire and Casualty News 





in that it is a physical damage policy 
insuring all risks with certain ex- 
clusions. This policy may be issued 
covering buildings only. There is 
a loading in the rate over and above 
the fire and extended coverage en- 
dorsements and that loading varies 
as to states. It can be used for pri- 
vate dwellings occupied by not more 
than four families. 


They Are Much Alike 


With the endorsements that may 
be attached to these policies, where 
necessary, they are much alike. In 
other words, any differences in cov- 
erage is of minor importance, except 
in the SHO and Inter-Regional pol- 
icies, which provide replacement in- 
surance if written 80% to value or 
better. That is, in the case of loss 
if properly insured, the assured is 
paid new for old. I hope I am wrong, 
but I believe these policies may be 
too liberal—I fear we are approach- 
ing the danger mark. Time will tell. 

One of the main topics of discus- 
sion today is whether or not the 
companies can continue to operate 
through the American Agency Sys- 
tem as they have so successfully done 
for many years. My company hopes 
so. We are sold on the system, but 
it hurts us to hear the severe criti- 
cism that is being hurled by one part 
of the system against the other. 

I'd like to offer a little constructive 
criticism and that is that agents do 
not have enough ego—they do not 
praise or sell themselves as they 
should. Certainly the 1950 wind- 
storm so well handled by agents and 
the companies they represent should 
be continuously shouted from the 
housetops. King Solomon in his 
wisdom wrote: “The spider taketh 
hold with his own hands and is in 
King’s palaces.” I believe that if 
each of us takes hold with our own 
hands we may find the answer to the 
competition which tends to destroy 
the system of companies working 
through their agents. One of the 
strongest weapons available is these 
endorsements and the new package 
policies, for it makes it necessary for 
the agent to see his assured. It will 
give him an opportunity to demon- 
strate to the assured the value of 
his service. There is an opportunity 
to protect him against most any loss 

even against freak losses. 


For October, 1954 


A SAFE HOME 


ONCE UPON A TIME, when the 
family dinner was prepared around 
the big black cook stove and the 
laundry involved manual punish- 
ment of junior’s garments in a tub 
of water, life was comparatively safe 
in the kitchen. Now with infrared 
broilers, rotisseries, pressure cook- 
ers, electric stoves, gas stoves, oil 
burners and the wide variety of 
power driven appliances such as 
washing machines, wringers, dryers, 
food grinders, mixers and refrig- 
erators, maintaining a safe home is 
not so simple. 

Having in mind the accidents 
from electrocution, arm in wring- 
ers, hands and feet in driving mech- 
anisms that occur by the thousands 
every year, the Institute for Safer 
Living of the American Mutual 
Liability Insurance Co. recommends 
these safe practices: 

Make sure that moving parts such 
as gears, pulleys, chains and belts 
are enclosed. 

Always unplug the electric cord of 
an appliance when the job is fin- 
ished or if you leave the room while 
a child is present. 

Washing machine wringers and 
ironers should have a pressure re- 
lease which will operate instantly 
if hands, fingers or arms get caught 
between the rollers. 

Never allow children to use any 
household machines unless you are 
on hand to supervise. 

Make sure that all who use the 
machinery know how to start and 
stop each mechanized unit. 

Have defective or short circuited 
equipment or frayed electric cords 
or broken plugs repaired and put in 
safe condition. 


SAFE DRIVING 


TEXAS A & M COLLEGE and The 
College of Steubenville (Ohio) won 
the two top awards in the sixth 
annual college newspaper contest 
sponsored by Lumbermens Mutual 
Casualty Company to promote safe 
driving among students. Nine 
schools shared $2,200 in contest 
prizes. “The Battalion” of Texas 
A & M won the $500 first prize for 
its safety campaign in the field of 
daily publications while “The Bar- 
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onette” of The College of Steuben- 
ville won the $500 first prize in the 
non-daily field. In the daily fie, 
the University of Southern Cali- 
fornia entry won the $250 second 
prize and the University of Texas 
won the $100 third prize. Capital 
University, Columbus, Ohio, won 
the $250 second prize in the non- 
daily field. Wartburg College, 
Waverly, Ia., and Hillside College, 
Hillside, Mich., tied for third and 
will receive $100 each. 


Four other winners will receive 
$100 each for the excellence of their 
individual entries. The winning 
editorial was submitted by Wart- 
burg College, the winning feature by 
Woodbury College, Los Angeles, the 
top cartoon by the University of 
Southern California and the out- 
standing photograph by the Uni- 
versity of Kansas. Mr. Kemper 
concludes, “The colleges, the uni- 
versities, the editors and their staffs 
are to be congratulated for perform- 
ing an outstanding public service in 
the cause of safety.” 





Gambling 
| Word 


striking twice in the same spot. 


of insurance. 


Los Angeles Milwaukee 
Portland + Richmond + 


Indianapolis 
Pittsburgh ~- 





Things every Insurance Buyer should hknow—No. 75 


| A good many people in the East underwent double jeopardy this fall 
| when two hurricanes—Carol” and “Edna’’—defied. tradition by 


| Of course, it’s seldom that disasters travel in pairs, and certainly the 
odds are against your being singled out for such misfortune. Also, it 
should be pointed out, it is not probable that your home will be ruined 
by fire . . . that you will have a serious automobile accident next year 
... that a delivery man will slip on your walk and sue for six figures. 


Trouble is, it doesn’t make much difference whether an accident is 
“probable” or not if you are the one who suffers. “Probable” is a 
gambling word. “Insured” is a prudent man’s pledge that his family and 


fortune will be protected when trouble comes. 


Don’t gamble with the future. Have a competent, independent insur- 
ance agent or broker review all your insurance policies. He will make 
certain you are covered as completely as possible with the right kind 


Business Established 1842 


THE ATLANTIC COMPANIES 


ATLANTIC MUTUAL INSURANCE COMPANY 
CENTENNIAL INSURANCE COMPANY 
AQ Wall Street « New York 5 
Baltimore « Boston - Chicago * Cincinnat: Cleveland - Dallas - Detroit - Grand Rapids - Houston 
St. Louis + 
Marine, Fire, Inland Transportation, Yacht, Property Floaters, Automobile and Casualty Insurance | 





Newark 
San Francisco + 


New Haven + Philadelphia 
Seattle + Syracuse 








This advertisement appears in the country’s leading newspapers in October. 
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Two weeks of college-level train- 
ing for driver improvement person- 
nel will be offered this fall at four 
universities in the West, East, South 
and Midwest by the American As- 
sociation of Motor Vehicle Adminis- 
trators. The courses in “Post Licen- 
sing Control and Driver Improve- 
ment” are open to driver licensing 
administrators, supervisory person- 
nel, hearing and reviewing officers, 
and other personnel who deal with 
problem drivers. They will be held 
at the University of Alabama, Tus- 
caloosa, Ala., Nov. 1 to 12, and at 
Northwestern University, Evanston, 
Ill., Nov. 29 to Dec. 10. 


Courses Financed 


The courses are financed under a 
grant of funds from the Farmers 
Insurance Group Safety Founda- 
tion, Los Angeles, Cal. Subjects to 
be emphasized in this course in- 
clude: identification of the problem 
driver; balanced safety programs; 
reconstruction of an accident; an- 
alysis of driver behavior; organiza- 
tion and management of driver 
improvement programs; factors of 
highway transportation; enforce- 
ment of suspension and revocation ; 
interviews and hearings ; handling of 
mental and physical cases; and 
records, reports and summaries. 

The courses will be conducted for 
the AAMVA under the direction 
of Glenn V. Carmichael, assistant 
director of training of the Traffic 
Institute of Northwestern Univers- 
ity and one of the country’s fore- 
most authorities on driver license 
examiner training, assisted by Paul 
C. Keller of the Institute training 
staff, formerly driver licensing 
specialist with the Utah Department 
of Safety. 


Institutions Cooperating 


The courses are being conducted 
in cooperation with the Institute of 
Transportation and Traffic Engi- 
neering and University Extension of 
the University of California; the 
Institute of Transportation and 
Traffic Management, School of Busi- 
ness, Northeastern University; the 
Vocational Industrial Education 
Service of the State Department of 
Education and the University of 
Alabama; and the Traffic Institute 
of Northwestern University. 


Best’s Fire and Casualty News 








QUESTION 6. 


“If the steady trend toward Social- 

ism of the past two decades is to be 
halted, our government must be just 
as ready to get out of business 
ventures it undertakes as to get into 
them.” 
(a) Identify five “business ventures” 
(Federal Corporations) which most 
probably are referred to in the above 
quotation. In what specific respects 
do the organization and operation 
of these corporations indicate a drift 
toward “Socialism”? Explain fully. 
(b) What are the principal argu- 
ments for, and against the continu- 
ance of any two of the “business 
ventures” you have included in your 
answer to part (a) of this question? 
Classify each argument as to whether 
it is based primarily upon (1) eco- 
nomic, or (2) political grounds. 


Answer 


(a) Five “business ventures” (Fed- 
eral Corporations) most probably 
referred to in the quotation are: 
the Tennessee Valley Authority, 
the Reconstruction Finance Corpo- 
ration, the Inland Waterways Cor- 
poration, the Federal Deposit 
Insurance Corporation, and the 
Export-Import Bank. Others that 
may also be included are the Com- 
modity Credit Corporation, the Fed- 
eral Savings and Loan Corporation, 
the Federal Crop Insurance Cor- 
poration, and the Panama Canal 
Company, and there are still others. 

The essence of “Socialism” is 
government ownership and opera- 
tion of the facilities of production 
and the replacement of the profit 
motive by social service. Some per- 
sons would argue, therefore, that the 
corporate activities referred to above 
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embrace the fundamentals of “So- 
cialism” and, according to these per- 
sons, the drift toward ‘‘Socialism” 
in these ventures is clear and un- 
mistakable. 

The Tennessee Valley Authority, 
for example, manufactures and sells 
to distributors electric power from 
which the government derives no 
profit. TVA also produces fertilizers 
and makes them available to farm- 
ers in the Valley and once more the 
government makes no profit. Finally, 
TVA produces certain defense ma- 
terials which the government uses 
and again this type of production 


precludes the possibility of private 
production and sale to the govern- 
ment of these defense materials at 
a profit. 

The Reconstruction Finance Cor- 
poration for more than twenty years 
has been the world’s largest banker. 


In this capacity, it has made a 
number of loans that private enter- 
prise might otherwise have made al- 
though some of the loans made by 
RFC would not have been attractive 
to private capital. The Inland 
Waterways Corporation operates 
barge lines on the Mississippi and 
other rivers, without profit, and thus 
is in a transportation business which 
in some measure might have been 
undertaken by private enterprise. 
The Federal Deposit Insurance 
Corporation was created to insure 
the deposits (currently up to $10,- 
000) of all banks that come under 
the Federal plan. In view of the ex- 
perience of the early "30's, however, 
there is some doubt that private en- 
terprise would be interested in un- 
dertaking a risk of this magnitude. 
The Export-Import Bank was 
created to aid in the financing of 
enterprises engaged in the exchange 
of commodities between the United 
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States and foreign countries. This 
operation may be judged by many to 
be within the scope of 
since the government owns and 
operates this facility on a non-profit 
basis. 

(b) There are both economic and 
political reasons for continuance of 
the Tennessee Valley Authority. 
First, TVA makes cheap power 
available to several million people 
in the Tennessee Valley who could 
not afford to make use of this fa- 
cility at rates which prevailed before 
TVA began its operations. This rea- 
son would seem to be primarily eco- 
nomic, although it has its political 
implications since many voters are 
influenced by the benefits which 
TVA provides. The same argu- 
ments are submitted for continuance 
of TVA production of cheap 
tilizers. Second, it is insisted that 
private enterprise could not under- 
take the large-scale, non-profit ven- 
tures which constitute the TVA pro- 
gram at this time. This argument 
is in part economic since to many 
citizens the activities described are 
essential. On the other hand, the 
argument has political implications 
since some persons contend that the 
government is providing electric 
power and fertilizers at low rates 
with the assistance of public funds. 
Third, it is contended by some that 
TVA power production has estab- 
lished a “yardstick” 
guide producers in 
country in rates for electric 
power. This argument would seem 
to be primarily economic. Fourth, 
TVA provides job opportunities 
which may be an important factor 
in the support of the economy in 
times of recession or depression. 
This argument is both economic and 
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political since these jobs are essen- 
tial to the support of the economy 
and may be, at the same time, a 
powerful tool in the hands of polli- 
ticians. 

The principal arguments against 
continuance of TVA are: First, it is 
considered by many to be a “So- 
cialistic’ venture. This argument is 
primarily political. Second, TVA 
operations result in unfair competi- 
tion with private enterprise because 
the government does not include all 
the items of cost such as taxes and 
special services by other government 
agencies. This argument is economic 
insofar as the assertions can be 
proved but political to the extent 
that conclusive proof of the conten- 
tion is lacking. Third, continuance 
of TVA is opposed on the grounds 
that it is part of a huge bureaucracy 
which makes for inefficient and un- 
democratic government. This con- 
tention is primarily political. 

The principal arguments for the 
continuance of the Reconstruction 
Finance Corporation are: First, it is 
essential to provide loans in support 
of essential enterprises because fre- 
quently the risks involved are of the 
type private enterprise will not as- 
sume. This argument would seem 
to be principally economic even 
though there are political implica- 
tions. Second, RFC has furnished 
financial assistance to many gov- 
ernment and private defense enter- 
prises on a non-profit basis. This is 
something which could not be ex- 
pected of private enterprise and 
would probably be basically an eco- 
nomic argument in favor of RFC 
but again it contains some political 
aspects. Third, RFC is empowered 
to make loans determined to be es- 
sential because of floods or other 
catastrophes. Since such emergen- 
cies may be expected in the future 
and since essential financial assist- 
ance is often not readily and ade- 
quately available from private 
sources, the Reconstruction Finance 
Corporation according to this argu- 
ment can supply this essential assist- 
ance and should therefore be con- 
tinued. This argument would be 
largely economic. 

Perhaps the major argument 
against RIC is that it has outlived 
its usefulness. The emergency situa- 
tion for which the agency was pri- 





marily created has long since passed 
and the remaining “incidental” pur- 
poses can be served by private finan- 
cial institutions or by direct appro- 
priation, as the occasion demands. 
This argument is economic for the 
most part but it may also be partly 
political since it is good politics to 
eliminate “unnecessary” government 
bureaus. Second, it is contended that 
REC has been mismanaged and has 
engaged in sordid political activity 
in utter disregard of the public in- 
terest. For that reason, it should be 
discontinued. This argument, of 
course, is political. Finally, there is 
the more general opposition based 
upon the “Socialistic” character of 
RFC. This is obviously a political 
argument. 


QUESTION 7. 


In a recent discussion of the tax 
program of the new administration, 
the Chief Executive firmly told a 
news conference that if the excess 
profits tax is not renewed beyond 
its June 30 (1953) expiration date, 
he wants Congress to provide al- 
ternative tax money. As for pro- 
posals to reduce individual income 
taxes 10% on June 30 (1953), the 
President said taxes ought not to be 
cut until a balanced budget is “in 
sight.” 

(a) Taxes may be generally classi- 
fied as “progressive” and “regres- 
sive.” Explain each of these terms 
and indicate under each at least two 
general types of federal taxes other 
than excess profits and individual in- 
come. Justify each illustration you 
use. 

(b) Among other things, govern- 
ment fiscal policy includes the ad- 
ministering of government spending 
and taxation to iron out wide swings 
in the business cycle and to help 
maintain high employment without 
excessive inflation. In view of these 
stated objectives and the current 
economic situation in this country 
would you consider the desire (1) 
for a balanced budget, and (2) for 
a reduction in personal income taxes 
to be based primarily upon economic, 
or political reasons? Explain care- 
fully. 

Answer 

(a) “Progressive” taxes are those 
whose rates increase as the tax base, 


or valuation of items to be taxed, in- 
(Continued on the next page) 
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creases. While the federal income 
tax is the best example of this type 
of tax, estate and gift taxes are also 
good examples of progressive taxes. 
They can be so classified because 
the rates of taxation in each instance 
increase as the value of estates or 
amounts of gifts increase. Another 
good example of federal “progres- 
sive” taxes is the tax on corporate 
net income. The rates again increase 
progressively as the amounts of cor- 
porate net income increase. 
“Regressive” taxes, on the other 
hand, have the same tax rate for all 
income brackets but the “effect” is 
to burden the lower income recipi- 
ents more than the higher levels. 
For example, a three percent sales 
tax will generally impose a larger 
burden on the extremely low income 
levels than in the higher brackets 
because a larger percentage of total 
income is exposed to this tax among 
low income recipients. Therefore, 
sales taxes, excise taxes and such 
payroll taxes as social security would 
generally come under the heading of 
a regressive tax. At present, there 
is no federal sales tax as such but 
there are federal excise taxes on 
cigarettes, liquors, cosmetics, amuse- 
ments, etc. Moreover, there are pay- 
roll deductions for social security. 
All of these taxes tend to be regres- 
sive in effect. 
(b)(1) The desire for a balanced 
budget is based primarily upon eco- 
nomic reasons although to many peo- 
ple the reasons may seem to be 
political. The reasons generally given 
for balancing the budget in prosper- 
ous times such as the present are: 
First, governments cannot continue 
indefinitely to spend more than they 
receive in revenue during periods of 
full employment without running the 
risk of serious inflation. That being 
the case, it is economically sound, 
even though it may not be impera- 
tive, to maintain sufficiently high 
taxes to bring expenditures and 
revenues into balance during the 
present period of full employment. 
Second, high taxes necessary to bal- 
ance our budget are less burden- 
some to our economy in general, and 
to taxpayers individually, in times 
of full employment and high incomes 
than in those periods when there is 
widespread unemployment and in- 
comes are relatively low. Finally, 
since one of the large items in the 
(Continued on page 137) 








HOME OFFICE AND 
FIELD APPOINTMENTS 


Aetna (Fire) Group: Special agent Ed- 
ward P. Rosania has been transferred from 
Dallas, Texas to Cleveland, Ohio. 

Thomas B. Hamm, Jr. has been ap- 
pointed a special agent in central Pennsyl- 
vania. 


Aetna Life Affiliated Cos.: Harold M. 
Richter has been appointed manager of 
the Milwaukee office succeeding A. L. 
Wortmann, retired. 

William B. Rudy has been appointed 
editor of the fire and marine, casualty and 
bonding edition of the ‘“Aetna-izer,” the 
national monthly magazine of the com- 
panies. 


Afco: This fire and casualty premium 
financing organization has moved to new 
quarters located at 100 John Street, New 
York 38, N. Y. . 

' 
Allstate: The following executive appoint- 
ments have been announced: Richard 
Amann, assistant sales manager at the 
Menlo Park branch office; Arnold W. Mc- 
Clure, public relations manager at Hart- 
ford; John A. Fino, underwriting manager 
at Los Angeles; John W. Keever, assistant 
underwriting manager at Long Beach; 
Martin L. Garvey, public relations man- 
ager at Roanoke and Richard F. Hoffman, 
services manager at Houston. 


America Fore: New consolidated offices 
have been opened at 1901 Tenth Avenue, 
South, Birmingham, Alabama. 

Secretary Victor Kurbyweit succeeds J. 
Scott King, retired, as supervisor of the fire 
companies of the group for Del., Md., N. J., 
W. Va., Pa. and the D. of C. 

John T. Horan assumes supervision of 
the part of N. Y. that Mr. King formerly 
supervised. 

Assistant secretary H. W. Kohler will as- 
sist Mr. Kurbyweit in the new assignment. 

Walter D. Sheldon, formerly manager at 
the Newark Niagara office, has been trans- 
ferred to th: home office, and Robert J. 
Laier, state agent for American Eagle in 
northern N. J. will assume the manager- 
ship of the Newark Niagara office. 

State agent Russell H. Steele will replace 
Mr. Laier as state agent for American 
Eagle in northern N. J. 


American Associated Cos.: Robert L. 
Morris and Richard P. Walsh have been 
appointed branch fire and marine man- 
agers at Atlanta and Boston, respectively. 

Robert L. Edlich, formerly supervisor of 
liability and workmen’s compensation, has 
been appointed casualty manager at Dallas. 

Robert M. Long, formerly of Fidelity 
and Guaranty, has been appointed fire and 
marine manager at Indianapolis. 
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Cyril G. Sykes, formerly with Corroon 
and Reynolds, has been appointed fire and 
marine manager at Baltimore. 

Herbert T. Hecht has been appointed 
fire and marine manager in Philadelphia. 

William A. Gray has been appointed 
bond manager at the St. Louis branch 
office. 

Eugene Smith has joined the companies 
as Houston fire and marine manager. 


American Ins. Group: Special agent 
Wayne W. Watson has been transferred 
from Asbury Park to Dover, Delaware, 
succeeding Robert A. Sheppard, resigned. 


American Internat’! Marine Agency: 
Howard L. Kleinoeder, Seattle manager 
has been transferred to San Francisco as 
vice-president in charge of the ocean 
marine department; Lawrence A. McGuire 
replaces Mr. Kleinoeder at Seattle. 


American Surety Co.: William A. Jones 
has been appointed special agent at the 
Indianapolis office. Collins R. Thomas 
has been appointed superintendent of 
bonds at the Hartford branch office. 


Atlantic Cos.: Charles G. MacKenzie has 
been appointed claims manager succeeding 
Julian Story, resigned. 


Balfour, Guthrie & Co.: The subdivisions 
heretofore conducted as “fire” and 
“marine” have been integrated into one 
entity under the title “Insurance Division,” 
this division is under the management of 
T. A. Hill, vice-president, assisted by C. A. 
Nelson and George R. Jardine, assistant 
vice-presidents. 


Binghamton Ins. Claims Service: Andrew 
B. Capwell has joined this firm as manager 
of the new fire and inland marine depart- 
ment. 


Boston: A new office has been opened in 
Washington, D. C. located at 3308 Four- 
teenth Street, N.W. in the Riggs National 
Bank Building and it will be managed by 
McLean Smith. 


Caledonian-Netherlands Ins. Group: W. 
P. Ray & Co., of Indianapolis have been 
appointed state agents for Indiana. 


Chubb & Son: A new branch has been 
opened at the Nat'l Bank Building at 
Detroit, Michigan under the management 
of Charles F. Norton, Jr. formerly of the 
home office. 


Continental Casualty Co.: john R. Bry- 
den has been promoted to manager of the 
liability department, 


Excelsior: Frances C. Richards has been 
appointed manager of the claims depart- 
ment. 


Fidelity and Deposit: Vice-presidents Dan 
E. Gorton and John W. Latham have been 
appointed managers of the pacific execu- 
tive office succeeding vice-president Vernon 
G. Peirson, retired. 

Carl H. Kuhn, resident vice-president in 
San Francisco and Jeonard D. Jenson, 
manager at Los Angeles have been elected 
vice presidents of the company and _ its 
affiliate. 

William D. Risdon has been advanced 
from assistant manager to manager of the 
San Francisco office. 

William C. Fundenberg and Robert 
Hecht, formerly associate managers at Los 
Angeles, have been named managers at 
that office. 

Harry A. Blanquette been elected 
assistant treasurer of the company and its 
affiliate, the American Bonding Co 

Louis C. Wayman, special agent at Rich- 
mond, has been transferred to Hartford. 


has 


Fireman's Fund Group: A new fire under- 
writing, claims and examining division has 
been opened in Seattle under the manage- 
ment of Glenn F. Lett. Personnel being 
transferred from San Francisco to Seattle 
are Norman Smith, Norman Knowlton, Jr. 
and John Streets. 

James F. O'Neill has been appointed 
casualty superintendent for Canada. 

Robert R. Buell has been appointed as- 
sistant manager of the marine loss depart- 
ment in the Pacific territory. 


General Fire and Casualty Co.: A new 
expanded office has been opened at 309 
West Jackson Boulevard, Chicago. James 
A. Fitzpatrick, assistant secretary of the 
company will be in charge and he will be 
assisted by Pierce ]. Rose, production and 
William B. Valantine, Jr., underwriting. 


General Reinsurance Group: JVilliam ( 
MclIlwain has been appointed assistant sec- 
retary of the North Star Reinsurance (¢ orp., 
a member of this group. Mr. Mcllwain 
was formerly connected with United States 
Fidelity and Guaranty. 


Great American: Special agent N. R. 
Bundock has been transferred from Wash 
ington, D. C. to central Florida. 

Jack B. has been appointed 
special agent and will assist state agent 
William A. Beckham at Atlanta, Ga. 


lonew 


Harleysville Mutual 
George C. Houghton of 


Casualty Co.: 
Souderton, Pa. 


(Continued on the next page) 
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H. O. & Field Appointments—Cont. 
has been appointed special agent for West 
Virginia with headquarters located at 1221 
Fifth Ave., Huntington. 


Hartford Accident and Indemnity: 
Robert J. Bellerose, formerly a_ special 
agent in Greensboro, has been appointed 
fidelity and surety bond special agent 
there. 

irthur M. Kelting, formerly superin 
tendent of the agency department at 
Baltimore, has been promoted to assistant 


manager of the Baltimore branch office. 
George F. Leadbeater has been ap 
pointed training director of the newly 


formed training unit. 

William S. Hood, formerly superintend 
ent of the home office service department, 
has been appointed superintendent of 
agencies. 


James W. Cassedy, HI has been ap 
pointed special agent in the Washington 
branch office. 


Hartford Fire Ins. Co.: James Wyper, Jr. 
has been elected an assistant secretary of 
the company. 


Home: James W. Hurt and Samuel B. 
Waddell have been appointed special 
agents in the farm department at Rich- 
mond, Va. 


Industrial Indemnity: New offices have 
been opened in Boise, Idaho and Salt 
Lake City, Utah under the management 
of Richard Y. Morris, formerly assistant 
division manager in the San Francisco 
division office. Assisting him will be 
Gareth B. Geering, claims manager in Salt 
Lake City: Lawrence G. Sirhall, claims 
manager in Boise and Dale A. Gill, safety 
engineer. 
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Johnson and Higgins of Pennsylvania: 
Richard 1. Purnell, vice-president, has 
been appointed manager of the Pittsburgh 
office with headquarters at 1315 Farmers 
Bank Building. 


Marsh & McLennan: This national in- 
surance brokerage firm has appointed 
vice-president L. R. Pierson manager ot 
the Pittsburgh office succeeding Frank L. 
Hull, resigned. 


Michigan Mutual: Henry B. Pilkington, 
formerly of the home office automobile 
underwriting department, will assume the 
duties of district underwriter in the 
Grand Rapids office. 


Nat'l Casualty Co.: A new sales-service 
office has been opened at the Northland 
Concourse in suburban Detroit and it will 
be under the administration of William F. 
Picl, field supervisor. 


National of Hartford Group: Agency 
superintendents William F. Martin and 
Elmer E. Humphrey have been appointed 
assistant managers in the western depart- 
ment. 

Richard M. Kannry has been appointed 
marine supervisor for Mo., Kan. and east- 
ern Neb. with headquarters in the group's 
Kansas City, Mo. office. 

Paul F. Shannon has been promoted to 
state agent in South Dakota succeeding R. 
W. Hayward, retired. Special agent Wayne 
V. Pease will assist Mr. Shannon. 

Louis S$. Gut has been appointed casu 
alty special agent for Minnesota with 
headquarters at 530 Plymouth Building, 
Minneapolis. 

Robert G. Downing has been appointed 
special agent for southeastern Illinois re- 
placing Michael R. May, transferred to the 
home office. 


National Union Cos.: A new Cleveland 
office has been opened at 2930 Monticello 
Boulevard under the management of 
James P. O'Neill. Merwin W. Buelow has 
been appointed state agent at the Cleve- 
land, Ohio office. 

The following special agents have been 
appointed: Robert E. Darby, Cleveland; 
Bruce W. Isaacs, Richmond and Nelson 
J. LeBlanc, New Orleans. 


Northwestern Mutual Fire Ass'n.: James 
M. Battle, vice-president, has assumed 
direction of the western division. 


Ohio Farmers: Donald G. Vanderbilt has 
been appointed special agent in Michigan. 


Phoenix of Hartford: The following ap- 
pointments as special agent have been an- 
nounced: Chester F. Hodkowski, eastern 
Michigan; N. Richard Clayton, central 
New York; and Durand B. Hite, Jr., Ten- 
nessee. 


Royal Exchange Group: Henry W. 
Gehant, formerly with Aetna Ins. Co., has 
been appointed special agent in Illinois 


assisting branch manager Freeman C. 
Read. 


R. Ruge, Jr. Marine Office: This firm has 
moved to larger offices located at 813 
Maritime Building, Carondelet and Com- 
mon Streets, New Orleans. 


St. Paul Fire and Marine: Tennessee has 
been broken up into two separate terri 
tories; the western field office at Nashville 
continues under the management of state 
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agent E. R. Timberg and special agent 
J]. A. Dokmo; the new eastern office is 
located at 427 Hamilton Nat’! Bank Build- 
ing, Knoxville under the supervision of 
special agent H. R. Trickey, Jr. who has 
been transferred from Richmond. Robert 
P. Mairs has been transferred from the 
home office to Richmond to replace Mr. 
l'rickey. 


Shelby Cullom Davis and Co.: George T. 
Stewart, formerly with Geyer and Co., has 
joined this firm of insurance stock special- 
ists in an analytical and sales capacity. 


Shelby Mutual Casualty: Fred D. Cun- 
ningham, formerly ef the Chicago law firm 
of Jacobs, Gorton & Rooney, has joined 
this firm as general counsel. 


Silver Agency: This Newark, N. J. agency 
has moved to new quarters. located at 
Room 212, 850 Broad Street. 


Standard Accident: Frank !V. Locy, man- 
ager of the Detroit branch, has been made 
resident vice-president in charge of the 
branch. 

Clarence I. Pearsall and Donald W. 
Johnson have been appointed field rep- 
resentatives in New Jersey and Buffalo, 
N. Y., respectively. 

W. Bernard Melling has been appointed 
manager of the accounting department 
at the home office succeeding Scott Kidd, 
recently advanced to assistant treasurer. 


Standard Marine Ins. Co., Ltd.: Harry 4. 
Struthers has been appointed assistant 
manager, inland marine succeeding John 
Ott, retired. 


Zurich-American Cos.: James E. Leahy 
has been appointed superintendent of the 
payroll audit department succeeding Hugh 
M. Wilson, resigned. 


ass’n notes 


American Foreign Ins. Ass'n.: Jaime de 
Zulueta, formerly managing director of 
the Domestic Ins. Co. of Manila, has 
joined this organization in an executive 
capacity. 

Arthur H. Hardy, Jr., administrative 
assistant in the casualty underwriting de- 
partment in New York, has been appointed 
manager of the Argentine branch in 
Buenos Aires succeeding Joseph B. Wei- 
mert who has been promoted to supervisor 
for Chile and Peru at Santiago. 

George W. Arenas, formerly of 
York has been assigned to 
special representative. 


New 
Peru as a 


American Institute for Property and 
Liability Underwriters: Robert M. Morse 
and Dr. Edwin S. Overman have each 
been given the title of assistant dean. 


American Management Ass'n.: The fol- 
lowing newly appointed members to the 
Insurance Planning Council have been an- 
nounced: Bion H. Francis, insurance 
manager, Olin Industries, Inc., New 
Haven, Conn.; Will F. Nicholson, presi- 
dent, A. D. Wilson & Company, Denver, 
Colo.; and John A. North, president, the 
Phoenix Insurance Company, Hartford, 
Conn. 
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Public Official Bonds 


OCTOBER 


is the month for agents to do the 
spade work in building public offi- 
cial bond business. 
many public official bonds may re- 


main on your books, undisturbed 


Once written, 


BALTIMORE 





Bureau of Accident and Health Under- 
writers: Ihe North American Casualty 
and Surety Reinsurance Corporation and 
the Union Labor Life Insurance Com- 
pany have been elected to membership. 
This brings total membership to ninety 
three companies. 


Calif. Ass'n of Ins. Agents: H. H. Hend- 
ren of the Sacramento Valley Ins. Agency 
has been elected mayor of the City of 
Sacramento. 


General Adjustment Bureau: The follow 
ing new branch offices have been opened: 
Houma, La., E. W. Forshag, manager; 
Big Spring, Texas, R. 4. Pondrom, man- 
ager and Peekskill, N. Y., William R 


Hunt, manager. 





Florida Field Conference: George H 
Brussel, vice-president of Milton M 
Spradlin, Inc. general agents of Tampa 
has been elected president succeeding 
Charles A. Atkins of Hurt & Quin, Inc., 
general agents of Atlanta, Ga. 


Interbureau Ins. Advisory Group: [hic 
following companies have been elected to 
membership: American Casualty Co. and 
the American Aviation and General Ins. 
Co.; this brings the total of member com 
panies to thirty-two. 


Internat'l Ass'n of Accident and Health 
Underwriters: 7. A. Mersereau (Monarch 
Life, Baltimore) has been appointed chair- 
man of the Leading Producers Round 
lable. 
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Association Notes—Continued 


The following are temporary officers of 
a newly formed Albany, N. Y. association: 
president, S. L. Eisenberg (Eastern Cas 
ualty) and secretary-treasurer, Louis B. 
Kaplan (Security Mutual Life). Executive 
committee appointees are: R. H. Dwyer 
(United States Life); Margaret A. Smith 
(Margaret Smith Agency) and Thomas 
Kelly (Security Mutual Life). 

Charles B. Stumpf (Illinois Mutual 
Casualty) has been appointed chairman of 
the Promotion Committee. 


Internat'l Claim Ass‘n.: The following 
officers were elected at the annual meet- 
ing: president, L. L. Phelps (North Ameri- 
can Life Ins. Co.); vice-president, Samuel 
B. Reed (Connecticut General Life Ins. 
Co.); secretary, Louis L. Graham (Busi- 
ness Men's Assurance Co.) and treasurer, 
F. L. Templeman (Maryland Casualty Co.). 


Nat'l Automobile Underwriters Ass‘n.: 
Robert A. Nelson, formerly with Atlas 
Assurance Co., has been appointed assist- 
ant manager. 


Nat'l Negro Ins. Ass‘n.: This association 
voted unanimously at its annual conven- 
tion to drop the word “Negro” from its 
title. 

The following officers were elected at 


the annual meeting: president, L. L. 
Townes, Sr., Richmond; secretary, W. A. 
Clements, Durham; treasurer, A. M. Carter, 
Augusta, Ga.; first vice-president, A. 
Maceo, Memphis; executive section vice- 
president, Charles C. Diggs, Detroit; 
technicians section vice-president, A. 
Roscoe Tyler, Detroit and vice-president 
of the medical section, Dr. Clyde Donnell 
of Durham. 


Western Ins. Information Service: 4/lert 
H. Wood, formerly of the Kansas City, 
Mo. Public Service Co., has been appointed 
manager. 





CALLS FOR REINSURANCE 
CENTER 


POINTING OUT THE NEED of a 
hemispheric reinsurance market, 
William F. Delaney, Jr., of Fairfield 
and Ellis, has suggested the forma- 
tion of a reinsurance center to bring 
together all information and experi- 
ence on reinsurance in this hemis- 
phere. In a talk to the Fifth Hem- 
ispheric Insurance Conference, Mr. 
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Delaney suggested: (1) The elim- 
ination of premium and loss bor- 
dereaux in connection with fire 
treaties; (2) a uniform method of 
reporting accounts; (3) the use of 
both languages where the reinsurer’s 
language differs from that of the 
ceding company ; (4) a minimum of 
forms and details pertaining to for- 
eign exchange controls; and (5) the 
elimination of reciprocity as a re- 
quirement to the placing of reinsur- 
ance, 


DWELLING POLICY 


THE COMPREHENSIVE DWELLING 
policy recommended by the Inter- 
bureau Insurance Advisory Group 
continues to be filed in the various 
states by the rating bureaus having 
jurisdiction. It is a named peril di- 
visible premium policy. Filings have 
been made, effective September 8, 
in Michigan by the Michigan In- 
spection Bureau, the National Bu- 
reau of Casualty Underwriters, the 
Inland Marine Insurance Bureau 
and the Mutual Insurance Rating 
Bureau and in Nebraska and Ver- 
mont by the M.I.R.B. Also, effec- 
tive September 22 in Kentucky by 
the Kentucky Inspection Bureau, the 
N.B.C.U., the 1.M.I.B. the 
M.I.R.B. 


and 


POT LUCK 


A FepERAL District Court jury in 
Sacramento, Calif. has found that 
when a bank pays someone else’s 
money to a customer he is guilty of 
no crime if he accepts the cash and 
spends it for his own pleasure. A 
jury of five men and seven women 
found that Jesse H. Perry, 33, who 
accepted a payment of $14,000 from 
the Exchange Bank of Santa Rosa, 
which thought that it was paying 
Jack H. Perry of Salt Lake City, for 
the sale of his ranch, was innocent 
of larceny by trickery. Fidelity and 
Deposit of Maryland paid the bank 
for the loss and were the unsuccessful 
prosecuters. 


After Perry had been taken into 
custody by the F. B. I., he simply 
explained: “The bank just gave it 
to me. With all that money I quit 
my job and really had a ball.” 
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SELLING TIPS 


from the HOME OFFICE 


PITY THE EXECUTIVE! 


FORTUNE MAGAZINE reports the 
average business executive works 
fifty-seven to sixty hours a week— 
forty-five to forty-eight daylight 
hours and one night at the office, 
three nights at home. 
Significance: Don’t waste his time. 
Make an appointment to see him, 
and limit your sales talk to essen- 
tials. 

—Continental A & H & H News 


NEWS SENSE 


PUT SOME NEWS SENSE into your 
sales talk. If you are not introducing 
a new policy at least make it sound 
new to the prospect. Nothing 
arouses interest like news. That’s 
why the words “New” or “Now” 
appear so often in advertising. Get 
some of that “Did You Know e7 
stuff into your sales talk. What four 
factors govern attention? /ntensity, 
Contrast, Interest and Novelty. 
Think them over. Most businessmen 
develop automatic sales resistance, 
an ability to seemingly listen without 
actually giving attention. Perhaps 
that last interview didn’t quite go 
over because you were virtually talk- 
ing to an automaton. Successful ap- 
plication of any or a combination of 
the above favors might have broken 
through the sound barrier and won 
the prospect's attention. 


The General's Review 
General Accident Fire and Life Assurance 


"CHECK SELLING" 


A NEW, EFFECTIVE WAY to use an 
old sales slant has been suggested 
by special agent Harold Morgan of 
the Central Boston Office. 

Harold suggests that you carry 
blank checks from your local bank, 
When you are talking with a pros- 
pect who is grossly underinsured 
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you can go through the motions of 
writing a check to the prospect for 
the amount of insurance on his prop- 
erty. 

For instance, if you are talking to 
a prospect who owns _ property 
worth $12,000, but that is insured 
for only $8,000, you hand the pros- 
pect a check for $8,000, saying, “I 
am also in the real estate business 
and I would like to buy your prop- 
erty for $8,000.” 

When the prospect objects to sell- 
ing his property at a figure so far 
below its value, you follow up by 
saying, “I understand your not 
wanting to sell your property for 
$8,000. It’s worth much more than 
that. But don’t you realize that in 
the event of a fire you would ac- 
tually be selling your property to 
the insurance company for the $8,- 
000 insurance you have on it?” 

This provides a natural opening 
to explain how, for little additional 
money, the prospect may insure his 
property for its full value and avoid 
being forced to sell at a low price 
in the event of fire. 

It is a strong sales argument for 
selling additional coverage. 


—‘The Centralizer”’ 
Central Mutual Ins. Co. 


ADD TIPS 


3£ TIMELY. This is really impor- 
tant. Sell polio, hail, etc. in season. 
One of our most timely ads was 
when our local court had given a 
$35,000 judgment. In the same is- 
sue of the home town paper, we ad- 
vised our clients to secure higher 
auto liability limits. Results were— 
we sold five increases that week. 
Ads should be mostly original. 
About 80% would be a good aver- 
age for originality. Somehow the 
commercial ads do not contain 
enough color. A good ad will re- 
quire about two hours work. 


Use about the same size ad each 
week: Double column ads are the 
best. 

Don't say too much. 
white space. 


Use a lot of 


Always ask some average person to 
read your ad and see if they under- 
stand it. It is not easy to write an 
ad that the general public will 
understand. 

Get your ad in in time to keep on 
good terms with the editor. 

Give the paper free news. Tell them 
of your losses, new equipment ete. 
Be honest. lf a $100 deductible is a 
better buy than $50, then tell the 
public. 

Write a technical ad about once 
every three months just to show the 
public that you know insurance. 


—“‘The Fence,” Ohio Farmers Ins. Co. 


TWO IDEAS 


SHorRT ON IDEAS for his window dis- 
plays, one agent started asking his 
customers for ideas and wound up 
with an excellent vehicle for good 
will. Each display contains a pla- 
card: “This window display was 
suggested by No competi- 
tor could win away any of the 
agency’s clients whose names have 
once appeared in the window. 


Another agent has set up a file of 
the wedding anniversaries and birth- 
days of the wives of his clients. Two 
weeks before the crucial dates come 
up, he sends a notice to the client: 
“Don’t forget your wife’s anniver- 
sary (or birthday) on 
And in smaller print at the bottom: 
“And don’t forget the value of in- 
suring your valuables with 
‘ ” Many a client has thanked 
him for the reminder and many a 
gift fur or jewel has been insured by 
the agent. 


—Maryland Casualty, The Marylander. 
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INSURANCE GENERAL AGENTS 


COLORADO 


NEW YORK 


WEST VIRGINIA 





RITTER GENERAL AGENCY 
Gas & Electric Bidg. 
DENVER, COLORADO 





Hoey, Exvuison & Frost, INc. 
INSURANCE UNDERWRITERS 
118 William Street, New York 38, N. Y. 





Writtnc Att Ciasses oF INSURANCE 


ALFRED PAULL & SON, INC. 
Supervising General Agents 


For Over 50 Years 











COLORADO WYOMING NEW MEXICO HAWLEY BUILDING WHEELING, W. VA. 
Loca aNp Country WIDE 
FLORIDA NORTH CAROLINA CANADA 
FOUNDED 1864 


HUNTER LYON, INC. 


GENERAL AGENT 
901 South Miami Avenue 
MIAMI 36 
Serving Fiorida Agents 





JAMES 0. COBB AND COMPANY 
111 CORCORAN STREET 
DURHAM, N. CAR. 
Virginia — North and South Carolina 














U. S. UNDERWRITERS, INC. 
Managing General Agents 
931 S.W. IST ST. 
MIAMI 36, FLORIDA 





MULTIPLE LINE FACILITIES FOR 
SOUTHEASTERN UNITED STATES 


TEXAS 


ROBERT HAMPSON & SON, LIMITED 
Canadian Representatives 
FIRE, MARINE & CASUALTY COMPANIES 


Brokerage & Service Depts. 


451 St. John St., Montreal 
{811 Royal Bank Bidg., Toronto 




















LOUISIANA 





William H. Cousins Co. 
@ INSURANCE MANAGERS 


P.O. BOX 1820 
CORPUS CHRISTI, TEXAS 





Robert Howard J. M. Williams J. A. Carmody 
D. Oliver W. Mines 


ROBERT HOWARD & CO., LIMITED 


Established 1901 
INSURANCE BROKERS 


CANADA CEMENT BLDG. 
MONTREAL, QUEBEC 














WM. A. MARBURY & CO. 
Managing General Agents 


RUSTON, LOUISIANA 








J. E. FOSTER & SON 
GENERAL AGENTS 
1400 LANCASTER AVENUE 
FORT WORTH 2, TEXAS 


REDMOND & SHAUGHNESSY 
LIMITED 


SERVICING OUTSIDE 
BROKERS FOR OVER 
25 YEARS 


315 St. Sacrament Street, Montreal 











ROY MARTIN & CO., ING. 
Managing General Agents 
508 Industries 
New Orleans, La. 
Tel. CAnal 4566-67 
LOUISIANA MISSISSIPPI 


T. A. MANNING & SONS 
Insurance Managers 
Established 1904 
DALLAS 1, TEXAS 


Stewart, Smith (Canada) Limited 


Sun Life Buliding, Montreal 
Agents and Brokers 


or 
Insurance and Reinsurance 
Associate Offices at 
116 John Street. New York 
Board of Trade Building, Chicago 


also 
Stewart, Smith & Co., Limited, London, England 








R. KIRK MOYER AGENCY, INC. 


Managing General Agents 


NATIONAL BANK OF COMMERCE 
BUILDING 
NEW ORLEANS 12, LOUISIANA 

















MONTANA 


FRANK RIMMER & COMPANY 


HOUSTON OKLA. CITY 
tussock DALLAS san ANTONIO 


Marine, Fire & Allied Lines 


General Agents For 
TEXAS, OKLAHOMA, ARKANSAS 








TRANS CANADA 
ASSURANCE AGENCIES INC. 


Lioyd’s Agents 


REINSURANCE AND SPECIAL RISKS 
1231 Ste Catherine St. West 
Montreal, Canada 








UTAH 





H. S. DOTSON COMPANY 
MONTANA GENERAL AGENTS 


Granite Building 
Helena, Montana 











THE KOLOB CORPORATION 
General Agents 
Utah, Idaho, Montana, Nevada 
COMPLETE INSURANCE SERVICE 


330 Judge Building 
Salt Lake City, Utah 











A. E. WILSON & COMPANY, LIMITED 


Lumsden Bidg. Toronto 
Insurance Service 


Throughout Canada 
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ALLSTATE Insurance Company 
Skokie, Illinois 


Fire Filings; Auto Rates; Union Vote 


THE CANADIAN Fire Insurance Company 


THE CANADIAN Indemnity Company 
Winnipeg, Canada 


The insurance departments of the following twenty- | New Director 


one states have now approved the fire insurance filings 


of this company: California, Colorado, Connecticut, | 
Delaware, Idaho, Illinois, Indiana, Iowa, Kentucky, | 
Maine, Maryland, Michigan, Montana, Nebraska, Ne- 
vada, New Mexico, North Dakota, Oregon, Pennsy]- | 


vania, South Carolina and Utah. 


The company’s automobile collision rates were re- | 


duced an average of 8.6% in Pennsylvania effective 
August 27. 

Michigan agents of the company voted by an unofficial 
count of 59 to 34 not to be represented by the Inter- 
national Insurance Agents’ Union, A.F.L. This was 


the first attempt of the union to organize any of the | 


company’s agents. 


AMERICAN Insurance Company 


Newark, New Jersey 


Advanced to Secretary 


Pennington H. Way, Jr. has been advanced from 
assistant secretary to secretary. Mr. Way was recently 
named head of the marine-burglary department. 


ATLANTIC MUTUAL Group 
New York, New York 


New Trustees and Directors 


E. Roland Harriman and Alan Harrison Temple have 
been elected trustees of Atlantic Mutual Insurance 
Company and directors of Centennial Insurance Com- 
pany. Mr. Harriman is a partner in Brown Brothers 
Harriman and Company. Mr. Temple has been with 
the National City Bank of New York since 1931. He 
became a vice president in 1942 and has been executive 
vice president since 1952. 
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T. Bruce Ross, general manager of these two com- 
panies, has been elected to the board of directors. 


CONTINENTAL CASUALTY Group 
Chicago, Illinois 


To Write Participating Fire Policies 


The Transportation Insurance Company, a wholly 
owned subsidiary of the Continental Casualty Company, 
has announced it will write fire insurance on a partici- 
pating basis in the state of Washington. The coverage, 
on which a 15% dividend is anticipated, will be 100% 
reinsured by the parent company. 


EUREKA Casualty Company 
Philadelphia, Pennsylvania 


Purchased By Fire Association 


The Fire Association of Philadelphia has exercised 
an option to purchase 140,615 shares—or over 93% of 
the outstanding stock of this company. Remaining 
stockholders will be accorded the opportunity of selling 
their stock on the same basis. Founded in 1915, the 
Eureka Casualty Company writes general casualty lines 
in ten states. It is contemplated that it will continue 
as a separate corporate entity. 


HEARTHSTONE Insurance Company 


Boston, Massachusetts 
California Charges Dismissed 


Adopting the recommendations of the Hearing Officer 
who presided over the hearing, Commissioner John R. 


(Continued on the next page) 








HEARTHSTONE INSURANCE—Continued 


Maloney of California has dismissed the charges against 
this company and its president, W. Clement Stone, 
which had been brought by the insurance department 
of that state. Filed in June 1953, the charges had 
alleged that the company’s sales plan instructed its 
agents to solicit in a misleading and fraudulent manner. 
The Hearing Officer held that this was not true and 
that while certain paragraphs of the company’s sales 
training material were, if used, likely to mislead a 
prospective purchaser of a policy, there was no evidence 
that any agent used any of these suggestions or was 
influenced by them. He also found that there existed 
no design or intent upon the part of the company or 
its officers to trick or defraud residents of the state 
into purchasing a policy. 


INDUSTRIAL ‘Indemnity Company 


San Francisco, California 
New Auto Policy 


This company has announced a new broad form 
automobile policy for private passenger cars. The pre- 
mitm may be paid 50% down and 50% in six months 
with no installment payment charges. It is described 
by the company as modern and simplified (“fewer ex- 
clusions, one-third fewer words and policy provisions 
arranged in logical understandable order’) with eight- 
een specific coverage improvements. 
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INSURANCE COMPANY of North America 
Philadelphia, Pennsylvania 


Upheld in Department Hearing 


The Insurance Department of New York has released 
its decision on the hearing held on the independent 
fire filing of this company. The department ruled that 
the company has the right to remain a subscriber of 
the New York Fire Insurance Rating Organization for 
some classes while withdrawing its subscribership as 
regards other clauses. It ruled further that the com- 
pany has the right, under New York law, to file as an 
independent, rates based on the supporting data filed 
by a rating organization and also to file independently, 
rates which are uniform with those filed by a rating 
organization. 


INTERSTATE Indemnity Company 
Los Angeles, California 


Unsatisfied Judgment Endorsement 


This company has received approval in Oregon of 
its plan to broaden its automobile bodily injury liability 
coverage by the inclusion of an unsatisfied judgment 
endorsement without charge. The company anticipates 
negligible losses under the endorsement. 


LIBERTY MUTUAL Insurance Company 


Boston, Massachusetts 
New Director 


Sidney R. Rabb, chairman of the board, Stop & Shop, 
Inc., has been elected a director of this company. Mr. 
Rabb has been a director of the Liberty Mutual Fire 
Insurance Company since 1949. 


NATIONAL FIRE Insurance Company of 
Hartford, Hartford, Connecticut 


New Director 


Albert J. Hettinger, Jr., a senior partner of Lazard 
Freres & Company, New York, has been elected a 
director of this company. Mr. Hettinger succeeds John 
H. Buck, who has resigned. 


PEARL-AMERICAN Group 
New York, New York 


New Director 


B. J. Oswald, vice-president, Monarch Fire Insur- 
ance Company and The Eureka-Security Fire and 
Marine Insurance Company, has been elected a director 
of these companies. Mr. Oswald is also Assistant U. S. 
Manager of the Pearl Assurance Company, Ltd. 
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SASKATCHEWAN Guorantee and Fidelity 
Co., Ltd., Regina, Saskatchewan 


Expanding Operations 


This company, which is licensed in Montana, has 
applied for a North Dakota license. It has also been 
registered for the writing of direct business in Great 
Britain. 


STATE FARM Mutual Automobile Insurance 


Company, Bloomington, Illinois 


To Appeal Membership Fee Plan 


The Louisiana District Court decision upholding the 
right of the State Farm Mutual Automobile Insurance 
Company to use its membership fee plan in that state 
will be appealed by the Louisiana Insurance Rating 
Commission. The Commission is taking the stand that 
since it had approved the company’s 25% deviation 
filing without the membership fee, the carrier is in effect 
asking for a rate increase by collecting a membership 
fee. 


Auto Rate Cuts 


This company’s automobile collision insurance rates 
were reduced from 8.3% to 30% in Oregon, effective 
August 30. At the same time comprehensive rates for 
commercial vehicles were reduced 51.2%. Effective 
September 6, automobile rates were also reduced 
Colorado and Indiana and effective September 13 re- 
ductions were put into effect in lowa, Kansas, Nebraska 
and Wyoming. 


TRUCKMEN'S Insurance Company 
New York, New York 


To Specialize in Trucking Coverages 


This company, located at 152 West 42nd Street, 
with an authorized capital of $1 million has applied 
for a New York State license. It expects to commence 
business on or about October 1 and will specialize in 
coverages for the trucking industry. Plans call for 
automobile liability, fire theft and collision coverages 
to be written at a 10% 
Milton D. 


deviation and on a participating 


basis. Felson is president of the company. 


WOODMEN Accident Company 
WOODMEN ACCIDENT and Life Company 


Lincoln, Nebraska 


Changes Name and Broadens Operation 


The name of this company has been changed to 
Woodmen Accident and Life Company and its under- 
writing powers broadened to include the writing of life 
insurance and annuities. The changes do not affect the 
affiliated Woodmen Central Assurance 
Central Life. 


or Woodmen 
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The Law Expects—from page 63 


Mitton, according to his testi- 
mony, did request release from the 
landslide liability, but was hesitant 
to suggest the elimination of the 
flood cover for fear of placing his 
account in jeopardy. The general 
agent was somewhat persistent but 
was rewarded with excuses. 

As the reader may have guessed, 
flood caused a loss to the property 
before Mitton had requested the 
elimination of the flood insurance. 


The loss, amounting to $11,612, was 
paid by Granite State which, sub- 
sequently, sued Mitton and _ his 
agency to recover that amount, al- 
leging that there was a failure on 
the part of the defendants in carry- 
ing out instructions and that as a 
result the plaintiff was required to 
pay the insured for his loss. 

The case was tried in the United 
States District Court for the District 
of Colorado which, without a jury, 
rendered its judgment for the insur- 
ance company in the amount of the 
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loss paid to the insured. Mitton then 
appealed to the United States Court 
of Appeals for the Tenth Circuit, 
which affirmed the decision and said 


in part (p. 989): 


“Tt is conceded that where an insur- 
ance company has the right under 
the provisions of an outstanding pol- 
icy to cancel the same and instructs 
one of its agents to obtain a reduc- 
tion of liability on or to cancel a 
policy, and that if the agent fails to 
carry out the instructions diligently, 
as a result of which there is loss to 
the insurer, the agent is liable for 
the amount of the loss. (Phoenix 
Ins. Co. v. Heath, 90 Utah 187, 61 
P. (2d) 308, 106 A.L.R. 1391, cases 
collected in annotation, page 1397; 
Blackshear Mfg. Co. v. Umatilla 
Fruit Co., 5 Cir., 48 F. (2d) 174; 
St. Paul Fire & Marine Insurance 
Co. v. Bigger, 102 Kan. 53, 169 P. 
213; Washington v. Mechanics & 
Traders Ins. Co., 174 Okl. 478, 50 P. 
(28) Gel...” 


and (p. 991): 


“We think the evidence is not only 
sufficient to sustain the Court’s find- 
ing that the defendants were acting 
as agents for the plaintiff, but also 
that the instructions to relieve the 
plaintiff from the liability for loss 
caused by landslides and flood were 
clear, definite and absolute and so 
understood by the defendants. . . 
Defendants had handled the business 
from its origin and while acting as 
agents for the plaintiff made no ef- 
fort to follow the instructions until 
after there was a loss, . . .” 

Thereupon the Appellate Court 
affirmed the judgment of the Dis- 
trict Court holding the agent liable 
to the Granite State. 

This case is a rather good example 
of the necessity for an agent follow- 
ing instructions. Here is one situ- 
ation which arose between agent and 
company which was not settled on 
an informal basis. Friendliness and 
informality are a real help to the 
speedy transaction of business but 
an agent should never allow himself 
to depend so greatly on the “first 
name basis” approach to a problem 
that he may find acute embarrass- 
ment if the other protagonist in the 
drama decides to do things accord- 
ing to the book. 

Let us proceed to the considera- 
tion of the situation when an agent 
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promises to procure or maintain in- 
surance for a customer. The rami- 
fications of this particular problem 
are prolific sources of difficulty. An 
agent should know exactly what he 
is doing when, in talking to a pro- 
spective insured, he uses such ex- 
pressions as “Don’t worry, I'll take 
care of it for you” or “Forget about 
your insurance, it’s in my hands 
now.” Such evidences of good fel- 
lowship and informality bring a 
gleam or a tear to the eyes of a law- 
yer, depending on whom he thinks 
he will represent when things get 
back on a more businesslike basis. 

Potential liability always lurks in 
the use of loose language and mis- 
takes in an agent’s office, especially 
in the handling of routine applica- 
tions for insurance, can be costly. 

That the insurance agent has a 
legal obligation to act with reason- 
able diligence in effecting insurance 
is well illustrated in the Alaskan 
case of Coffey v. Polimeni (U. S. 
Court of Appeals, Ninth Circuit, 
April 25, 1951, 188 F. (2d) 539) 
which deserves more than passing 
mention. 


Antonio Polimeni brought this ac- 


tion against Edward D. Coffey for 
the latter’s failure to properly handle 
an application for fire insurance. 
The complaint contained two causes 
of action—one for negligence and 
the other for the breach of an alleged 


promise to obtain insurance. The 
lower court dismissed the second 
cause, but allowed the case to go to 
the jury on the question of negli- 
gence. <A _ verdict was _ returned 
against the agent Coffey in the 
amount of $9,200. 

It is interesting to note that Coffey 
had procured fire insurance for 
Polimeni on two previous occasions. 


The Background of the Case 


On March 30, 1948, Polimeni, an 
illiterate with an imperfect under- 
standing of English, through a lo- 
cal school teacher of Anchorage, 
Alaska, wrote the agent Coffey re- 
questing that he be furnished infor- 
mation relative to procuring fire in- 
surance on his restaurant located in 
South Naknek, Alaska. Coffey on 
April 9, 1948 responded giving the 
rate for the insurance on the build- 
ing and contents, and requested a 
description of the property. Poli- 
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meni complied by letter dated April 
17, 1948. This letter, which was 
considered by the court to constitute 
an application for insurance, was re- 
ceived in Coffey’s office by a Miss 
McConnell, the office manager, who 
handed it to the fire insurance girl 
with instructions to write Polimeni 
for a breakdown of insurance de- 
sired. The girl misplaced the letter, 
failing to answer it. The letter was 
not referred to Coffey himself. 

A couple of weeks later, about 
June 1, 1948, Polimeni wrote Coffey 
again asking why he had not heard 
about his insurance. Miss McCon- 


nell instituted a search in the office 
for the letter, which she recalled re- 
ceiving. 

On June 4 the agency wrote 
Polimeni: “We are in receipt of 
your letter of June Ist in regard to 
your insurance. We wrote you the 
following letter, mailed April 9, 
1948, but evidently it was lost, so 
we will quote same: ...” Then a 
copy of the April 9 letter asking for 
a description of the property, was 
attached. To add to the difficulty, 
there was no regularly scheduled 
mail communication between An- 


(Continued on the next page) 
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The Law Expects—Continued 


chorage and Naknek, and the record 
did not show whether Coffey’s last 
letter reached Polimeni. 

3etween June 10 and 15, Polimeni 
went fishing, leaving the restaurant 


in charge of another man. This 
gentleman, because business was 


poor, closed down and went fishing 
himself. 

On or about July 20, the main 
restaurant building, together with 
the equipment and stock, were com- 
pletely destroyed by fire while Poli- 
meni and his friend were looking for 
King Salmon. 


Grossly Negligent 


The court believed that Coffey 
was grossly negligent in his handling 
of the application. This position is 
substantiated by Coffey’s letter to 
Polimeni of July 23 (subsequent to 
the fire but before Coffey knew that 
it had happened), in which Coffey 
apologized for “having mislaid your 
letter of April 17, giving us the de- 
tails of the property you wish to 
have insured.” This letter concluded 
with a request for a breakdown “so 
we may issue your policies.” The 
court thought that this remark could 
be taken as indicating not only that 
Coffey regarded the risk as insur- 
able, but that the agent had been in 
a position, all along, to obtain the 
coverage applied for. 

In addition, the testimony of a 
broker, of long experience and until 
recently employed in Coffey’s office, 
did great 
position. 


damage to the agent’s 
The broker testified that 
there was enough information in 
Polimeni’s letter of April 17 (the 
misplaced one) to permit the re- 
quired insurance to be written. The 
broker further stated that it wasn't 
necessary or customary for Coffey 
to await receipt of the requested 
breakdown before arranging for the 
coverage. A wire to Seattle could 
have arranged matters: 

Coffey’s attorney argued that, as- 
suming negligence on the part of 
the agent, the correct rule is never- 
theless that no action will lie against 
an agent for delay in acting on an 
application where no breach of legal 
duty to obtain insurance appears. 

However, the court rejected this 
view by stating that the agent owes 
the applicant for insurance what 
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amounts to a legal obligation to act 
with reasonable promptness on his 
application, either by providing the 
desired coverage or by notifying the 
applicant of the rejection of the risk 
so that he may not be lulled into a 
feeling of security or put to prej- 
udicial delay in seeking protection 
elsewhere. 

The Appellate Court affirmed the 
lower court’s judgment in the 
amount of $9,200 in favor of Poli- 
meni, who applied for insurance and 
never did get it; and against Coffey, 
the agent, who was held responsible 
for the failure of his office to observe 
a fundamental concept in the busi- 
ness. 

We have reviewed two examples 
of situations in which agents found 
themselves in difficulty because, for 
one reason or another, the job which 
anyone has a right to expect of the 
agent was not accomplished. In one 
case the agent failed to obey the 
instructions of his company, and in 
the other, there was an inexcusable 
delay in the handling of an applica- 
tion for insurance. 

Much time is spent in trying to 
find the key to the secret of how to 
successfully meet troublesome com- 
petition. A lot of thought and effort 
is given this consideration; that is 
as it should be, for competition not 
only makes any business more alert 
to the needs of the public, but is 
probably responsible for a good deal 
of the progress which we all enjoy. 
But how much good will it do, and 
how permanent will be the cure, to 
devise ways and means for neutraliz- 
ing competition when so many in our 
ranks forget some of the basic tenets 
of an agent, to say nothing of the 
failure properly to take care of the 
business we now have? 

3efore we blame all our ills on 
competition, let us take a self-inven- 
tory to determine how efficient we 
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now are with the business we now 
enjoy; which has not, as yet, been 
adversely affected by the outside 
force of competition. 

There is much to be done in order 
to protect and preserve the American 
Agency System; and much of this 
can be accomplished without going 
out of our own offices. Let us worry 
a little less about what the other 
fellow is doing to us and concentrate 
on what we may be doing to our- 
selves. 





ADVISES CONFERENCE 
ON COSTS 


AGENTS WERE ADVISED recently to 
confer with their companies to de- 
termine ways of reducing the price 
differential between stock company 
rates and those of their competitors. 
Commissioner Knowlton of New 
Hampshire told the agents associa- 
tion of that state that it may prove 
easier to reduce that differential than 
to justify it in the eyes of policy- 
holders as price appeal is hard for 
the public to resist. 


DANGER OF 
OVER-REFINEMENT 


THE DANGER THAT “refinement of 
classification schedules” in auto- 
mobile insurance will lead “into con- 
flict with the social aspects of the 
automobile insurance problem” was 
pointed out by S. Alexander Bell, 
manager of the Illinois Bureau of 
Casualty Insurers, at the annual 
meeting of the bureau. Mr. Bell 
pointed out that “when these classifi- 
cations reach a point where a goodly 
portion of the automobile owners of 
this country can no longer afford to 
pay for the insurance which they 
must have to drive their cars, the 
social aspect of the problem will 
come to the fore and will inevitably 
bring political action.” Mr. Bell 
showed that the early competition 
“between so-called conference com- 
panies” and “independent specialty 
companies” has been superseded by 
“direct writers” who have become 
the “real competitive force, not only 
against the bureau companies but 
also against the specialty 
panies.” 


com- 
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C.P.C.U. Questions—from page |24 


current federal budget is debt serv- 
ice, a fixed charge, it is easier to meet 
this obligation—and even to reduce 
the total debt for that matter—in 
times of prosperity by taxing 
“cheap” dollars than during times 
of depression and dollar scarcity. 

It is generally conceded, however, 

that there are some political reasons 
for the desire to balance the budget 
now. A considerable number of suc- 
cessful candidates for Congress 
promised their constituents that they 
would put forth every effort to bal- 
ance the budget. Fulfillment of these 
pledges to the many millions who 
desire a balanced budget would ob- 
viously be good politics. 
(2) The desire for a reduction in 
personal income taxes during the 
present prosperous period would 
seem to be primarily political be- 
cause, first of all, the President and 
his financial advisers have warned 
that high expenditures for national 
defense (the really big item in the 
national budget) are imperative if 
we are to meet the vitally necessary 
requirements for national security. 
Second, opportunities to reduce gov- 
ernmental costs and thus justify re- 
duction in personal income taxes are 
limited as the result of continued 
inflation. It is not feasible to reduce 
salaries and it is hardly possible to 
reduce costs of materials and sup- 
plies in the face of a rising price 
level. Since it is, therefore, not eco- 
nomically sound or practicable to re- 
duce drastically, governmental ex- 
penditures at this time, and since 
it is desirable to achieve a reasonably 
balanced budget, it would seem 
economically sound to maintain taxes 
at their present levels. Moreover, to 
maintain a given level of tax receipts, 
other taxes would have to be in- 
creased if personal income taxes 
lowered. These higher taxes, in turn 
would simply be borne by another 
group of individuals with the result 
that a shifting of the burden would 
have taken place rather than a “net” 
reduction in taxes. 

There is, of course, a strong eco- 
nomic argument for reduction in the 
current high level of income taxes. 
Lower personal income taxes would 
tend to encourage greater consump- 
tion and savings. It would also tend 
to create greater incentive for invest 
ment and production. It is entirely 

(Continued on the next page) 
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C.P.C.U. Questions—Continued 


possible, therefore, that lower tax 
rates might serve to stimulate pro- 
duction, consumption, and invest- 
ment with beneficial effects to the 
entire economy. However, it is 
doubtful that greater consumption 
and savings need stimulation at this 
time. Therefore, such a reduction 
might be reserved for a period when 
business activity and employment 
show signs of a decline. 


QUESTION 8. 


There is at present a nationwide 
interest in and considerable concern 
about congressional investigations 
of subversive or un-American ac- 
tivities. One influential group has 
authorized the setting up of a 
““watchdog’”’ committee to guard its 
members from injustice from Red 
infiltration and from possible “abuse” 
of the right of Congress to probe in- 
filtration. 

(a) Explain briefly the substance of 
the constitutional provisions from 
which Congressional committees de- 
rive their power to conduct investiga- 
tions such as a probe into commu- 
nistic activities. 

(b) Explain briefly the substance 
of the constitutional grounds on 
which investigated individuals are 
most likely to refuse to answer ques- 
tions propounded by Congressional 
investigating committees. 

(c) On what grounds other than 
those mentioned in your answer to 
(b) have recent Congressional com- 
mittee investigations of communistic 
activities been (1) opposed by vari- 
Ous groups, and (2) supported by 
other groups? 


Answer 


(a) The principal Constitutional 
basis for Congress’ power to conduct 
investigations of communistic ac- 
tivities and other matters of similar 
nature is the power to legislate. The 
courts have long held that since the 
function of Congress is to legislate, 
Congress has power to conduct in- 
vestigations and thus obtain informa- 
tion which is indispensable in the 
lawmaking process. A second Con- 
stitutional basis for Congress’ power 
to conduct investigations of, or a 
probe into, communistic activities is 
the power to provide for the com- 
mon defense. There should not be 
too much difficulty demonstrating 
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the relationship between control of 
communistic activities and provision 
for the national defense. 

(b) The one Constitutional ground 
on which most investigated indi- 
viduals have refused to answer ques- 
tions propounded by Congressional 
investigating committees is the Con- 
stitutional protection against self- 
incrimination in the Bill of Rights. 
In these amendments, provision is 
made that an individual in any 
criminal proceeding shall not be 
compelled to testify against himself. 
Other bases for refusal to testify are 
found in the various trial safeguards 
that provide for grand jury indict- 
ment in criminal cases, for trial by 
jury, and those guaranteeing that no 
person may be deprived of life, lib- 
erty, or property without due process 
of law. Many persons contend that 
one result of the recent investiga- 
tions of individuals suspected of sub- 
versive activities is loss of job and 
employment opportunities. In other 
words, persons subjected to investi- 
gations usually contend that they 
have been deprived of liberty and 
property without due process of law. 
Due process refers to the oppor- 
tunity of a fair trial and complete 
and impartial hearing. 

(c)(1) Some groups of teachers 
and others supporting their views 
have opposed Congressional com- 
mittee investigations of the type 
mentioned in the question on the 
ground that they interfere with aca- 
demic freedom. These groups insist 
that teachers frequently refrain from 
full and objective treatment of cer- 
tain controversial issues involving 
communism for fear they may be in- 
vestigated and their positions jeop- 
ardized as a result. 

Other groups, such as ministers 
and religious teachers, have opposed 
recent investigations of communistic 
activities by Congressional commit- 
tees on the grounds that such probes 
impose undue restraints on the free- 
dom of religious groups to teach and 
preach on matters of vital concern to 
them. 

Still other groups, like publishers, 
broadcasters, and motion picture en- 
terprises have opposed the type 
of communistic investigations con- 
ducted by recent Congressional in- 
vestigating committees on _ the 
grounds that such investigations 
limit the freedom and the oppor- 

(Continued on the next page) 
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tunities of these enterprisers to bring 
the public full and complete news 
and informational coverage. 

Finally, groups of persons in gov- 
ernment employment have in some 
instances opposed the type of inves- 
tigations conducted on the grounds 
that their efficiency is impaired and 
their security placed in jeopardy be- 
cause they cannot say or do all that 
efficient performance of their respec- 
tive jobs require. 

To sum up, the fundamental bases 

for opposition to the types of investi- 
gations conducted by recent Congres- 
sional committees, other than the 
constitutional bases included in (b), 
are freedom and security. It is felt 
by some that arbitrary, and at times 
unconstitutional, restraints upon 
liberty are being imposed in an over- 
zealous effort to root out subversives 
and provide the proper measure of 
protection against communism. This 
feeling, of course, may be justified in 
some cases and may be without foun- 
dation in others. 
(2) Support of recent Congressional 
committee investigations has been 
based on the following reasons: 
First, various civic groups, veterans’ 
organizations, etc., point out that 
our national security demands we 
ferret out all dangerous and disloyal 
persons from places of responsibility 
and leadership. This would include 
government and military appoint- 
ments, educational institutions of 
all kinds, and industries involved 
with production for national defense. 
Second, many political groups and 
politicians argue that Congressional 
committees are necessary in order 
to bring “security cases” into the 
open since the Federal Bureau of 
Investigation does not possess the 
authority to do so. Finally, some 
argue that the administration in 
power at any given time is prone 
to “cover up” its weaknesses in 
security control but a bipartisan Con- 
gressional committee will not be so 
inclined to shelter political mis- 
doings. 


QUESTION 9. 


The advocates of a proposed 
“compulsory” automobile liability in- 
surance law for New York State 
justified this as an extension of, and 
not a departure from, a principle long 
established in the state. They also 
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stated : (1) the bill does not change 
the methods through which rates 
have been fixed in this state... 
rates depend upon the frequency and 
severity of accidents and not upon 
whether insurance is mandatory or 
voluntary, (2) it does not interfere 
with the ability of insurance com- 
panies to compete in a free market, 
(3) it does not interfere with or 
attempt to control in any way the 
remuneration paid to agents and 
brokers, and (4) does not put the 
state in the insurance business,” 
Many of the objections to this law 
are based upon the provisions of, and 
insurance company experience with 
the compulsory automobile liability 
insurance law enacted in Massa- 
chusetts more than a quarter of a 
century ago. 

(a) To what extent do you agree 
that the principle of (1) compulsory 
insurance, and (2) compulsory auto- 
mobile liability insurance is not a 
new principle in New York? Ex- 
plain carefully, 

(b & c) To what extent do (1) 
the statutory provisions, and (2) 
insurance company experience in 
Massachusetts support or disprove 
the four conclusions quoted above ? 
In your analysis, indicate for each 
conclusion whether you rely on 
statutory provisions or insurance 
company experience. 


Answer 


(a)(1) The compulsory insurance 
principle is not a new principle in 
New York because it is now applied 
by state law to three separate areas 
or hazards. The insurance of Work- 
men’s Compensation for industrial 
accidents and disease is, except for 
municipalities, on a compulsory 
basis. There is also in New York a 
compulsory insurance law covering 
non-occupational disability (loss of 
wages only). Finally, unemployment 
insurance is compulsory. 

(2) First of all, automobile liability 
insurance is compulsory at the pres- 
ent time in New York for those 
operating public automobiles and for 
minors who own automobiles. In 
addition, automobile liability insur- 
ance for the majority of other drivers 
in New York is compulsory “in 
effect” through the threat of severe 
penalty for those involved in certain 
accidents without proper insurance 


(Continued on the next page) 
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protection. The law provides that 
persons involved in an automobile 
accident resulting in bodily injury 
or death or property damage liability 
of $50 or more are “subject” to 
suspension or revocation of license 
to own or operate their vehicle. This 
suspension or revocation will not be 
invoked providing the operator can 
satisfy the Commissioner of Motor 
Vehicles of his financial ability to 
settle any judgment that may arise 
from that accident as well as evidence 
of financial responsibility for future 
accidents. Since most operators of 
motor vehicles have modest financial 
resources, insurance is the only kind 
of financial responsibility they can 
provide. Therefore, because of the 
severity of the penalty for failure to 
show financial responsibility, the 
effect of the New York law is to 
force the great majority of motorists 
td buy automobile insurance before 
they are required by law to do so. 
(b & c)(1) The 
statutory provision 
conclusion that the New York 
compulsory insurance bill does 
not change the technical methods 
through which rates have been fixed 
in the state in the past. Rate 
schedules in Massachusetts are set 
by the Commissioner of Insurance 
on the basis of data submitted by 
insurers who must be members of 
a statewide rating bureau. Rate 
schedules in most states must be 
approved by the Commissioner; 
membership in rating bureaus al- 
though usual is not required. 

(2) Insurance company experience 
in Massachusetts would seem to dis- 
prove the contention that the New 
York bill would not interfere with 
the ability of insurance companies to 
compete in a free market, First, the 
consensus of experience among in- 
surers in Massachusetts is that 
selection of risks is considerably 
impaired. Secondly, rates are fixed 
by the state. Thirdly, the policy of 
insurance is standard by statute. 
(3) The Massachusetts statutory 
provision as well as insurance com- 
pany experience in Massachusetts 
would tend to disprove the conclu- 
sion that the New York bill would 
not interfere with or attempt to 
control in any way the remuneration 
paid to agents and brokers. In 


Massachusetts 
supports the 
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Massachusetts, agent and _ broker 
remuneration has been “‘controlled” 
as part of the costs entering into the 
final rate. 

(4) The Massachusetts statutory 
provision supports the contention 
that the New York bill does not put 
the state in the insurance business 
because the Commonwealth of Mas- 
sachusetts does not operate a state 
fund for issuing automobile liability 
policies. All such policies are 
underwritten by private insurance 
companies. (However, there has 
been considerable agitation for a 
state fund.) 


QUESTION 10. 


“Unemployment insurance has a 

double purpose: (1) to pay benefits 
to workers temporarily and involun- 
tarily unemployed who are available 
for work.... (2) to encourage 
employers to stabilize employment.” 
(a) In the United States, how do 
(1) state laws, and (2) federal law 
achieve the second purpose quoted? 
(b) It has been alleged that em- 
phasis on employment stabilization 
as an unemployment insurance ob- 
jective will impair or destroy the 
benefit-paying objective. What is 
the basis of this allegation? 
(c) One argument in favor of this 
combination of the above stated un- 
employment insurance objectives is 
the precedent of workmen’s compen- 
sation. To what extent do you 
consider the analogy valid? 


Answer 


(a)(1) State laws in the U. S. at- 
tempt to encourage stable employ- 
ment among the industries of the 
state by placing the entire responsi- 
bility and burden for financing un- 
employment insurance benefits on 
the employer and by the device of 
“experience rating” which varies the 
rate of employer contribution under 
the state law on the basis of some 
index of employment stability. In 
other words, an employer experienc- 
ing few lay-offs among his employees 
during a given period will benefit 
through a lower tax on payroll. 

(2) The Federal Unemployment 
Tax Act imposes a 3% tax on the 
payroll of covered industries but 
then allows the employer to deduct 


an amount equivalent to the per- 
centage imposed by the state tax 
not to exceed 90% of the 3% tax- 
or 2.7%. Thus, if the state imposes 
the maximum—2.7 %—then the em- 
ployer is only required to pay the 
balance of .3% to the federal un- 
employment fund. Because the effect 
of experience rating is to reduce the 
tax rate for many employers, an 
employer eligible for a lower rate 
may also credit against the federal 
tax an amount equal to the differ- 
ence between the state maximum 
and his individual rate. It would be 
entirely possible, therefore, for an 
employer with an outstanding em- 
ployment experience (in some states ) 
to escape all of the 2.7% state tax 
and only be assessed the federal tax 
of .3%. 

(b) The usual basis of the fear that 
emphasis on stabilization will im- 
pair or destroy the benefit-paying 
objective of unemployment insur- 
ance is that concentration of attention 
on the various ways to reduce each 
employer’s payroll tax will tend to 
lead to inadequate financing and un- 
employment-fund bankruptcy. Many 
persons have pointed out that during 
the long period of high employment 
the experience rating device has 
seriously reduced the collections of 
taxes into certain state funds far 
below the estimates needed for 
adequate unemployment financing in 
a period of serious unemployment. 
(c) The soundness of the analogy 
between the industrial injury (work- 
men’s compensation) and unemploy- 
ment hazards and of application of 
the same program to both depends 
on the extent to which one agrees 
that the employer has control over 
the latter. There is nearly universal 
agreement, based on documented 
experience, that his control over 
industrial injury is relatively great. 
On the other hand, it is generally 
agreed that the only kinds of un- 
employment within the scope of 
employer control are seasonal and 
frictional. Moreover, the area of 
control here would seem to operate 
within very narrow limits for the 
average business man. Indeed, the 
nearly universal justification of ex- 
perience rating today runs not in 
terms of stabilization opportunity 
and incentive but of tax incentive 
and equitable allocation of the costs 
of unemployment. 
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Examination of Insurance Companies 
Volumes 3 and 4 


The publication of these two vol- 
umes represents a further step in 
the program of the New York State 
Insurance Department designed to 
make available to the industry and 
the general public an exhaustive and 
authoritative account of insurance 
regulation and related topics. 


In Volume 3 various contributors 
have addressed themselves to a sys- 
tematic analysis of the financial con- 
dition of an insurance company with 
emphasis placed on the adequacy of 
Part 1 deals with policy 
reserves of life insurance companies 
and fraternals and with the unearned 
premium reserves. Part 2 takes up 
the reserves for losses and loss ad- 
justment accounting. Part 3 com- 
pletes the account of reserves with 
a consideration of other liabilities. 
These comprise the reserves for 
commissions and taxes, dividends 
and miscellaneous liabilities. 


reserves. 


A number of diverse problems af- 
fecting various aspects of insurance 
company operations make up most 
of Volume 4. Such matters as the 
Commerce Clause of the United 
States Constitution in its relation to 
the insurance business, uniform ac- 
counting, the techniques required in 
examining specialized insurers and 
other phases of supervision make up 
the subject matter of this volume. 


Volumes 3 and 4 total over 1,400 
pages and are bound in sturdy law 
buckram: $15.00 per set of two vol- 
umes. Published by the New York 
State Insurance Department, 61 
Broadway, New York 6, N. Y. 


Hine's Insurance Counsel 


This is the forty-sixth annual 
edition of a listing of insurance and 
transportation defense counsel in the 


For October, 1954 


United States and Canada. Supple- 
mentary listings in the book include 
a list of handwriting experts, insur- 
ance companies, company groups, 
insurance and transportation organi- 
zations, state insurance officials and 
transportation lines. 


536 pages. Sample copies $1.00 
each. Published by Hine’s Legal 
Directory, Inc., 38 South Dearborn 
Street, Chicago 3, Ill. 


Digest of Insurance Stocks—1954 


edition 


This recognized guide for the 
prudent investor will be of particular 
interest to those desiring assured 
immediate income and long term 
growth potential. In addition to 
providing authoritative analyses of 
market performance for the most 
actively traded insurance shares, the 
Digest contains investment and un- 
derwriting histories and exhibits for 
the 98 fire, casualty and life compa- 
nies whose stocks are represented. 


Vital information shown for a 
ten vear period on a per share basis 
embraces liquidating values, divi- 
dends, underwriting profits, pre- 
mium reserve equity and net invest- 
ment income. Valuable background 
data is given regarding the financial 
and operating conditions of each 
company including capital gains and 
losses, important security holdings 
and the actual market value of in- 
vested assets. All studies of the 
leading insurance groups are on a 
consolidated basis. 


147 pages: $10.00 per copy. Pub- 
lished by Alfred M. Best Company, 
Inc., 75 Fulton Street, New York 
38, N. Y. and available at that ad- 
dress or from branch offices in At- 
lanta, Boston, Chattanooga, Chicago, 
Cincinnati, Dallas, Los Angeles and 
Richmond. 
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INSURANCE COMPANIES REPORTED UPON (FROM MAY, 1954) 


All American Casualty Co., Chicago < 
(New President) . May 127 
(Enters Hospitalization Field) ..Aug. 107 

Allstate Insurance Co., Skokie 
(Files in Michigan) .... 

(Fire Filing Approved) 

(Filings Approved) 

(Auto Rates Reduced in Calif. ‘ 

(lire Filing Approved in Ky.) 

(Auto Rate Revision) 

(Fire Filings Approved) 

(Fire Filings) 

(Auto Rates) 

iL nion Vote) 
a Fore Group, 
ymotions) 

American Automobile Ins. Co., 

«Stock Dividend Declared) 
(Stock Dividend Approved) 

American Casualty Co., Reading 
(New Vice President) ‘ne 

American Equity Insurance Group, Miami 
(New Secretary) ... \ 108 
(New Director) J 

American Fire and Casu “Orlando 
(Votes Stock Split) .. June 131 

American Independent Reinsurance, Orlando 
(New Reinsurer) June 131 

American Insurance Company, Newark 
(Advanced to Secretary) 

American Liberty Ins. Co., Birmingham 
(Smith, V. P. and Treasurer) ...July 115 

American Mercury, yreanaeen 

Washington, D. ‘ 
(To Increase Capital) 

American Motorists Insurance Co., 
(Six Month Policy Program) 

American Surety Co., New York 
(F. W. Lafrantz Deceased) . 108 

American Trans. Ins. Co., Kansas City 
(New Company) . Sept. 121 

Anchor Casualty Co., St. Paul 
(Executive Changes) necteendtsac May 127 

Associated Reciprocal Exchs., Portchester 
(New Advisory Comm. Member)..May 127 

Atlantic Mutual Group, New York 
(New Trustees and Directors) Oct. 131 

Automobile Owners Safety, Kansas City 
(Warns of Unlicensed Carriers)..May 127 


New York 


Sept. 121 
Chicago 
-Aug. 110 


Boston Insurance, Boston 
(Named Man of the Year) ..... 


.June 131 
(New Company Planned) ....... 


July 115 


Caméen Fire, Camden 
New Secretary) .... 
Canadian Fire Ins. Co. ‘Winnipeg, Ganada 
(New Director) Jet. 131 
Canadian Indemnity Co. * “Winnipeg , Canada 
(New Director) Oct. 131 
Car and General Ins. Corp., Ltd., New York 
(Withdraws from eh .Aug. 108 
Casualty Underwriters, Inc., - Paul 
(Enters Fire Field) . 108 
Central Standard Ins. Co., Sioux Falls” 
(Purchased) Sept. 121 
Chicago Casualty Insurers, Chicago | 
(Reorganized) .... 
(Changes Title) . 
Commercial Benefit Ins. Co., 
(Revises Charter) .. 
Commercial Security Ins. “Co., Houston 
(Restrained) .... . Aug. 108 
Commercial Union Group, New York 
(Assistant U. S. Manager) ...... May 127 
Consolidated Insurance Company, Columbia 
(New Company) . .+»-May 127 
Continental asualty, Chicago 
(NeW DIrectore) cccccccccescccsss May 128 
(Stock Split) . Sept. 122 
(To Write Par. Fire Policies) - -Oct. 131 
Crum & Forster Group, New York 
(Inland Marine Department) ....Sept. 122 


..-May 144 


2 
June 131 


Dallas Fire and Casualty Ins. Co., Dallas 
(New Company) ....c.ccese000e- May 128 
DeSoto Fire Insurance Co., Gadsden 
(NOW CREPME) ccccscvcccccscsecs AEG We 


Eagle Reciprocal Exchange, Kansas y 

(New Reciprocal) .... ...-Aug. 109 
Eastern Fire and Cas. Ins. Co., Greenville 

(New Company) .. -May 128 
Eastern Insurance Company, “Charlotte 

(Purchased) ..... Sept. 122 
Employer’s Group Associates, Boston 

(New Trustee and Director) ....Sept. 122 
The Employers’ Liab. As, bape Ltd., Boston 

(Buys Halifax) Aug. 109 
Employers’ Mutual Liab. Ins. *Co., Wausau 

(Increases Auto Dividend) ......Sept. 123 
Erie Insurance, New York 

(New Specialty Carrier) June 131 
Eureka Casualty Co., Philadelphia 

(New Officers) .... ecoeeedune 131 

(Purchased by Fire ‘Association) . -Oct. 131 
Excelsior Insurance, eaxderteapie 

.-Sept. 123 


seeeee seeeee 


(Appointments) P 
Farmers Mutual Hail Ins. Co.. Des Moines 
(Unsat. Judgm. Endorsm. App.) .Sept. 123 


For October, 1954 


Fire Association, 
(New Director) 
Fireman’s Fund Indemnity, 
(To Issue Partic 


Philadelphia 

Sept. 123 
San Francisco 
Contracts) .June 132 


General American Casualty Co., San Antonio 
(Named Executive Head) 132 
(Suspends Certificate) y 115 
(Receivership Ordered) . 109 

General Fire and Casualty, } 

(New Vice President) 132 

General Reinsurance, 

(New Director) ay 128 
(Stock Dividend Declared) y 115 

Glens Falls Group, Glens Falls 

(Dir. of Cas. Underwrit.) ...... Sept. 


Ilalifax Insurance, Halifax 
(To Domesticate Carrier) 
Hawkeye-Security Group, Des 
(New Specialty Carrier) 
Hearthstone smanrance Co., 
(Calif. Charges Dismissed) 
Home Insurance, New York 
(New President) 
(Executive Promotions) 

Hudson Insurance Co., } 
(New Chairman) 
(Joins Group) 


June 
Moines 


foston 


Illinois 
(New 
Income 


Automobile Insurance Co., 
Title) 
Indemnity 
(New Company) 
(Vice President and Actuary) .. 
Indiana Lumbermens Mutual, indianapolis 
CROW EUOCOOE a icccccccccescuvat Sept. 12 
Industrial Indemnity Co., San 7 
(Claudon, Vice President) 
(New Auto Policy) 
Insurance Co, of N. A., 
(Rate Action) 
(New Broad Policy Filed) July 116 
(Upheld in Department Hearing) .Oct. 132 
Insurance Co. of Oregon, Portland 
(New Company) 110 
Inter-Ocean Reinsurance bases Cedar Rapids 
(Official Changes) .. ° July 116 
Interstate Indemnity Co., “Los Angeles 
(Unsat. Judgm, Cover age) 
(Unsat, Judgm. Endorsm.) 


Chicago 
Sept. 121 
Insurance Co., Rockford 


Philadelphia 


° ‘Oct. 132 


Keystone Mutual Casualty Co., Pittsburgh 
(Liquidation Report) .... Aug. 110 


Liberty Bell Mut. Ins. Co., Philadelphia 
(Suspended) Aug. 110 
Liberty Mutual Insurance, Boston 
(Compromise Settlement) .. June 132 
(New Director) yet. 132 
Lloyds of Great State, Galveston 
(Receivership) ........ccsccececee May 129 
Lloyds of North America, Houston 
COREY Bo oicadn ccadidecceene od June 132 
Lumbermens Mutual Casualty Co., Chicago 
(Broadens Polio Policies) May 129 
(Six Month Policy Program) Aug. 110 
Lumber Mutual Cas. Ins. Co., of N. Y. : 2 
(Executive Appointments) ' Pree Niay 129 
Lumber Mutual Fire Insurance Co., Boston 
(Enters Auto Liability Field) ’ Sept. 124 


Mich. Millers Mutual Ins. 
(New Director) y 117 
(Shortens Name) . 124 

Mich. Millers Mutual Ins, Co., 

(New Title) pt. 124 

Michigan Mutual Liability, Detroit 
(New Directors) .... May 130 

Motorists Mutual Insurance, Columbus 
(Unsatisfied Judgment Policy) ..June 133 


Co., Lansing 


National Fire Ins. Co. of Hartford, 
(New Director) err . 132 

National Surety, New York 
(Recapitalization) 
(Enters Fire Field) 

National Union Fire, Pittsburgh 
(99% Subscribed) 

National Union Group, 
(New Secretary) 

New Amsterdam Casualty Co., 
(Enters Marine Field) 

New Zealand Group, San Francisco 
(New U. S. Manager) 

Nordisk Reinsurance, Copenhagen 
(Foreign Reinsurer Licensed) 

The Northern Assurance Co., Ltd., 
(New Deputy U. S. Manager) 

Northwest Casualty Cc 0., Seattle 
(New Chairman) June 133 

Northwestern Mutual Fire Assn., Seattle 
(New Chairman) ...... June 133 


i pees 


Pittsburgh ; 


.June 133 
New York 
.May 130 


Boston 
the Year) » 151 


Planned ) July 115 


Old Colony Insurance, 
(Named Man of 
(New Company 


Pacific Indemnity Co., 
(Unsat. Judgm. Coverage) 
Pacific National Fire Insurance 
San Francisco 
(New Director) 
(Official Changes) vue 
Pan American Casualty C 
(Vote Stock Dividend) 
Pearl-American tial 
(New Director) . 
Pearl Assurance Co., Ltd., New York 
(New U. S. Me inage r) May 131 
Pennsylvania Lumbermens, Philadelphia 
(Named Board Chairman) .. June 135 
Philadelphia Contributionship for the In 
surance of Houses from Fire 
Philadelphia 
(Extends Fire Coverage) 
Phoenix Insurance Co., Hartford 
(Stock Dividend Recommended) 
(Stock Dividend) 
Pilot Insurance Co., Toronto 
(New Director and Treasurer) ..Sept. 126 
Pioneer Mutual Compensation, Albuquerque 
(Ordered Liquidated) . June 133 
Providence Washington Group, 
(Executive Changes) 
(Managerial Policies) 
Provident Life & Accident, Chattanooga 
(Step Rate Premium Plan) ......Aug. 111 
Prudential Ins. Co. of Great Britain 
(New Chairman) . Aug. 109 
(Joins Group) ----Aug. 109 


Angeles 


Los 


Loss by 


July 117 
éceecel Sept. 126 


Queen City 
(New 


Insurance, 
Auto Policy) 


Sioux Falls 


Reciprocal Managers, Ine 
(New Treasurer) 

Reinsurance Group, New 
(Coleman, Advanced) .. ‘ 

Rhode Island Insurance Co., Providence 
(Creditors to Receive Payment) May 
(Receivership Aftermath) y 


, Port Chester 
July 
York 


Saskatchewan Guarantee & Fidelity, 
(Opposes License) 
(Expanding Operations) . 
Secured Casualty Ins. Co., Indi: inapolis 
(Merger Effected) July 117 
Secured Fire & Marine »., Indianapolis 
(Merger Effected) July 117 
Skandia Insurance Co., ! 
(New Chairman) ................-Aug. 100 
(Joins Group) ....Aug. 109 
Standard Accident Insurance Co., Detroit 
(Kirk Promoted) ... er 
(Executive Appointments) Sept. 126 
State Farm Companies, Bloomington 
(President Deceased) June 134 
(Pyrrhie Victory on Rates) . June 134 
(Executive Appointments) July 119 
State Farm M. Auto. Ins. Co., Bloomington 
(Auto Rate Reductions) ........Sept. 126 
(To Appeal Mem. Fee Plan) ....Oct. 138 
(Auto Rate Cuts) 


Regina 


Texas Mutual Insurance Co., 
(Poliey 
(Non-Assess. 

Trans-Pacific Insurance, 
(New Name) 

Truckmen’s Insurance, New 
(Tn Process of Organization) 
(To Specialize in Truck. 


Beaumont 

Decided) June 134 
Appealed).Aug. 112 
Phoenix 


Assess. Case 


Decision 
.June 131 


.May 132 
Cover.) ..Oct. 133 


Inderwriters at Lloyd's 
(Premiums & Claims, Year 1953).Aug. 112 
Tnited Medical Service, Inc., New York 
(New Chairman of the Board) -May 152 
Inited Pacific Ins. Co., Tacoma 
(To Enter Fire Ins. Business) 
1. S. Fidelity & Guaranty, 
(Canadian Vice 
Iniversal Group, 
(Executive Appointments) 4 
Iniversal Indemnity Insurance Co., 
(Executive Appointments) 


June 135 
Baltimore 
President) June 134 
Milford 

May 132 
Milford 


Virginia 
(New 


Surety Co., 
President) 


Western Mutual Insurance Co., Des Moines 
(Unsat. Judgm. Endorsm.) B 119 
Woodmen Accident Co., Lincoln 
(Changes Name) . . Oct. 123 
Woodmen Accident & Life € 0., " Lineoln 
(Changes Name) . 133 


Zurich Gen. A. 


& L. Ins. Co., 1., Zurich 
(Joins Aero 


Associates) ........Aug. 113 


145 
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“The above discriminating list of clients recognize that an advertisement in BEST’S 
INSURANCE NEWS is a mark of distinction as only those insurance companies which 
receive our recommendation are permitted to advertise in its columns.” 
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The National Magazine of Insurance 











American Pioneers 


In 1802, just three years after Providence Washington 
was founded, the endstroke engine “Hero” started its 
fire fighting duties at Warren, Rhode Island. Now care- | . 
fully protected by the town government, the sturdy Progressive Protection 
hand bucket served continuously for one hundred years. cesiiaiile 
This pioneer apparatus is the oldest known American 
made fire engine in existence. 
Providence Washington . . . the oldest stock insur- 
ance company in New England .. . also is a pioneer in 
providing progressive protection. 3 
PROVIDENCE 
Join with the thousands of agents who now pro- WASHINGTON 
vide dependable insurance protection in their Gusurance Company 
communities through the Providence Washington : : 7 


| 1799 2 
Insurance Company. 


PROVIDENCE WASHINGTON INSURANCE COMPANY * 20 WASHINGTON PLACE, PROVIDENCE, RHODE ISLAND 
There are Providence Washington Branch Service O/fices in principal cities and Agents from coast to coast. 





THE PLUS VALUES OF REPRESENTING THE NORTH AMERICA COMPANIES—No. 20 in a series 





Add leadership to your sales kit! 





When you represent one of the North America Com- 
panies, you get the extra advantage of recognized leader- 
ship in the insurance business. 


This leadership has been won through performance 
in the public interest—by the development of simpler, 
broader, more economical insurance coverages. 


For example, the North America Companies have 
pioneered in the development of the Homeowners 
Policy and won first acceptance of this new insurance 
idea in Pennsylvania in 1950. ‘Today, this “package” 
policy is available in 29 states and the Province of 
Ontario. More will follow. 


Not only does the combining of essential coverages 
in a convenient, lower-cost package benefit the public, 


but it also simplifies vour work, opens up greater market 
potential, enables you to do a more complete job for 
your clients. 


You ll do better with the leader, for the public Tc- 
wards leadership with an increased share of business. 
Get all the facts about this and the many other “Plu 
Values” of representing the North America Companies. 
See, write or call the manager of our nearest office todav. 


NORTH AMERICA COMPANIES 


Insurance Company of North America 

Indemnity Insurance Company of North America 

Philadelphia Fire and Marine Insurance Company 
PROTECT vol 


WHAT HAVE 


Philadelphia 1, Pa. 
Pioneers in Protection—serving with 20,000 Agents in the Public Interest 





